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CHAPTER 1 - MAYOR’S FOREWORD AND EXECUTIVE SUMMARY 

COMPONENT A: MAYOR’S FOREWORD 


MAYOR’S FOREWORD 

The annual report of Ngaka Modiri Molema District 
Municipality (NMMDM) encapsulates the financial statements 
and the general performance of the municipality for the 201 5 - 
2016 Financial Year. The annual report is an integrated report 
that outlines the financial, non-financial status and activities of 
the District Municipality for the past twelve (12) months. 
During the financial year, the District Municipality has been 
operating with a very stringent budget, but the District 
Municipality remains resolute to fast-tracked service delivery 
to the people of the region. 

Driven by our vision, “Leadership in integrated municipal 
governance” - the Ngaka Modiri Molema District Municipality 
(NMMDM) strives to deliver quality basic services such as 
bulk water provision and sanitation, which informs our core 
legislative mandate as the District Municipality. With regard to 
our adherence to the government’s Nine Point Plan of the 
National Development Plan (NDP), the municipality is also 
focusing on supporting agriculture as a strategic growth sector in the region. Ngaka Modiri 
Molema District Municipality is predominately rural with vast arable land and scattered desert 
bushes for crop and animal farming. The District Municipality has been operating under severe 
budgetary constraints, but managed to provide the most basic services to surrounding rural 
communities in our area of jurisdiction. The money allocated from the department was used for the 
connection of Eskom power lines to the farm, as well as for fencing, water tanks and stands, a 
new ablution block, a pack house, an office and a borehole pump. Results of plans, goals, 
objectives, targets of future developments in the operations of the municipality continuously seek 
to adhere to our core mandate as a water service authority. 

The annual report, therefore seeks to report on the performance of Ngaka Modiri Molema District 
Municipality for 201 5 - 201 6 and to simultaneously forecast future plans of the institution and most 
importantly, highlight remedial measures in order to steer, the Municipality in the right direction. 
The District Municipality is looking into the new financial year with anticipated expectations and 
new zeal to address the service delivery impediments and challenges that our communities are 
confronted with. Our biggest challenge remains to eradicate most of the interim measures plans 
that were put in place and to replace them with long term sustainable strategic plans that will seek 
to improve the lives of our communities. Through the public participation processes, the Ngaka 
Modiri Molema District Municipality aims to continuously remain in constant consultation with the 
community, informing them about the service delivery challenges and progress made of the 
District as a whole. Furthermore, agreements and partnerships that have been solicited by the 
municipality, including the intervention team in collaboration with Council have been addressing 
backlogs to ensure that the community received efficient and effective basic services. 
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Ngaka Modiri Molema District Municipality always strives to adhere to the legislative and 
mandatory prescripts of the Constitution of the Republic of South Africa, the Local Government: 
Municipal Systems Act, the Local Government: Structures Act and other pieces of legislation 
pertaining to Local government. Although, Ngaka Modiri Molema District is notoriously known as 
a water scarcity district with a plethora of severe drought-stricken patches of land in the district, 
the collective political leadership and management of the municipality remains resolute in 
establishing bulk infrastructure for water storage and sanitation facilities that will respond 
adequately to the needs of the local communities. 



T.J. MAKOLOMAKWA 
EXECUTIVE MAYOR 


T 1.0.1 
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COMPONENT B: EXECUTIVE SUMMARY 

1.1. MUNICIPAL MANAGER’S OVERVIEW 


MUNICIPAL MANAGER’S OVERVIEW 



At the beginning of the Financial Year, Ngaka Modiri Molema 
District Municipality was still placed under the management and 
administration of the Provincial Department of Local Government and Human Settlements, under 
Section 139 (1)(b) of the Constitution. This was in the wake of the intervention through Section 139 
(1)(c) of the Constitution that totally dissolved the Council of the municipality. 


In response to Section 46 of Local Government Municipal Act, 
No. 32 of 2000 (as amended), section 127(2) of the Local 
Government municipal Finance Management Act, No. 56 of 
2003. The Ngaka Modiri Molema District Municipality (NMMDM) 
hereby presents its Annual Report for the 2015/16 Financial 
Year. The report is meant to outline the municipality’s 
performance and achievements in the aforementioned Financial 
Year. Informed by its critical legislative mandate on bulk water 
and sanitation provision, provision of fire and rescue services, 
provision of disaster risk management services and provision of 
municipal health services - the Ngaka Modiri Molema District 
Municipality managed to provide basic services to the 
communities in the region. 


During this Financial Year, the municipality was faced with severe service delivery challenges 
including shortage of funds for implementation of bulk water and sanitation projects. Furthermore, 
as observed in 2015, the increasing severity of the drought was impacting negatively on the 
country in both social and economic terms. South Africa is a water scarce country and ranks as 
one of the 30 driest countries in the world with an average rainfall of about 40% less than the 
annual world average rainfall. 


Drought is a natural phenomenon which cannot be prevented. However, as a local sphere of 
government, we are fully conscious of the responsibility we bear to mitigate its economic and social 
impact on the region and its people, taking into account that water is a scarce resource in South 
Africa. To date, water managers have successfully supported a strong economy and on-going 
socio-economic growth. Therefore, our key focus is on continuing to work with all stakeholders to 
mitigate the impact of drought on households in both urban and rural communities. After all, ours is 
a predominantly rural District with a severe touch of the great Kalahari Desert in the horizon. 

The shortage of water in the various villages throughout the District forced the municipality to 
increase its load in further activating temporary interventions such as delivering water to all 
affected villages in the region. This costly mediation further was supported by the provincial 
government of Bokone Bophirima and the national Department of Water and Sanitation. Sedibeng 
Water, a water board operating in the region also intervened and assisted the municipality with 
revitalisation of boreholes and other sources that helped provide water for human consumption and 
animal use. The municipality is currently engaging in all possible exercises that would ensure 
consistent and permanent solution on this matter. 
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Due to the numerous costly intervention on providing this basic human need, the budget of the 
Ngaka Modiri Molema District Municipality was overstretched and could not satisfy other essential 
services of the municipality, for example - full compliance in the provision of fire and rescue 
services, disaster management responses and services and even capacity-building and training to 
the internal staff populace were reduced or even halted. The municipality operated with a trimmed 
senior management team due to vacancies that were created by resignations of senior personnel 
in the last financial year. Nonetheless, the commitment demonstrated by Council and the general 
staff of the municipality ensured that services are delivered to people of the District. 



J.J BRANDER 

ACTING MUNICIPAL MANAGER 


T 1.1.1 
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1.2. MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL 
OVERVIEW 


INTRODUCTION TO BACKGROUND DATA 

Ngaka Modiri Molema District Municipality (NMMDM) as an organ of state is charged with a 
Responsibility of delivering basic services to its local Communities as per Section 76 of the 
Municipal Systems Act, No. 32 of 2000 under the safe and sustainable environmental measures. 
Although at the moment the District does not own any Environmental Management Framework for 
proper planning and projects implementation, external services are acquired per individual project 
in order to ensure compliance. Ngaka Modiri Molema District Municipality is made up of the 
following five Local Municipalities; Ditsobotla, Mahikeng, Ratlou, Ramotshere Moiloa and Tswaing. 
Ngaka Modiri Molema District Municipality is located in the Northern part of North West Province. 

Its strategic position contributes positively towards Local Economic Development activities of the 
District and the county at large. Ngaka Modiri Molema District Municipality has an estimated extent 
of 28 206 KM with an overall population estimate of 842 698 as indicated by STATSSA, Census 
2011. According to STATSSA, Census 2011, 82% of the overall District population has access to 
formal dwelling, while 80% and 66%have access to electricity for lighting and cooking respectively. 
Although Ngaka Modiri Molema District Municipality has a very low percentage of people with 
access to piped water in the yard and in a dwelling as well as access to proper sanitation, there is 
a steady improvement on those services since Census 2001 to Census 2011. There is also a 
decrease by 2% on the female headed families from Census 2001 to Census 201 1. 

T 1.2.1 


Population Details 

Population '000 

Age 

2013/2014 

2014/2015 

2015/2016 

Male 

Female 

Total 

Male 

Female 

Total 

Male 

Female 

Total 

Age: 0 - 4 

39831 

39716 

79547 

39831 

39716 

79547 

49132 

48071 

97203 

Age: 5 - 9 

31775 

32668 

64443 

31775 

32668 

64443 

39070 

39332 

78402 

Age: 10 - 19 

48304 

46303 

94607 

48304 

46303 

94607 

85164 

84503 

169667 

Age: 20 - 29 

43653 

40636 

84289 

43653 

40636 

84289 

96347 

91440 

187787 

Age: 30 - 39 

32895 

30896 

63791 

32895 

30896 

63791 

68604 

64206 

132810 

Age: 40 - 49 

21994 

22034 

44028 

21994 

22034 

44028 

43943 

47448 

91391 

Age: 50 - 59 

15349 

15977 

31326 

15349 

15977 

31326 

32557 

36192 

68749 

Age: 60 - 69 

8423 

11251 

19674 

8423 

11251 

19674 

18851 

24594 

43445 

Age: 70+ 

3849 

6366 

10215 

3849 

6366 

10215 

11864 

20431 

32295 

Source: StatsSA : The information provided for 2015/2016 is mid-year population projection information at the 
district level T 

1.2.2 
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Households 



2013/2014 2014/2015 2015/2016 


■ Number of households in 
municipal area 

■ Number of poor households in 
municipal area 


T1.2.3 


Socio Economic Status 

Year 

Housing 
Backlog as 
proportion of 
current 

demand 

Unemployment 

Rate 

Proportion of 
Households 

with no Income 

Proportion of 
Population in 
Low-skilled 
Employment 

HIV/AIDS 

Prevalence 

Illiterate 
people 
older than 

1 4 years 

2013/2014 

15% 

49% 

56% 

21% 

59% 

80% 

2014/2015 

12% 

36% 

43% 

24% 

15% 

79% 

2015/2016 

13% 

27% 

17% 

56% 


20% 

Source: StatsSA: 13% is based on the Community Survey for 2016: the figure for Ngaka Modiri Molema District. 27% 
based on quarterly labour force survey Q1 and Q2 for 2016: the figure is for North West Province. 17% based on 
Census 2011 released 2012: the figure is for Ngaka Modiri Molema District. 56% is based on Quarterly labour Survey 
2016 (ILO International Standard of occupations-08):- the figure is for North West Province. 20% is based on General 
Household Survey 2015:figure for North l/l/esf Province (Population aged 15 years and older with a level of education 
lower than Grade 7, who have some difficulty or are unable to do basic literacy activities) 







T 1.2.4 
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Socio Economic Status 


90% 



Housing Unemployment Proportion of Proportion of HIV/AIDS Illiterate people 

Backlog as Rate Households with Population in Prevalence older than 14 

proportion of no Income Low-skilled years 

current demand Employment 


■ 2013/2014 

■ 2014/2015 

■ 2015/2016 
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Overview of Neighbourhoods within 'Enumeration Areas' 

Settlement Type 

Households 

Population 

Towns 



NW381 :Ratlou 

1441 

4165 

NW382:Tswaing 

11424 

40883 

NW383: Mafikeng 

25831 

70253 

NW384: Ditsobotla 

26362 

86933 

NW385: Ramotshere Moiloa 

9275 

29098 

Sub-Total 

74333 

231332 

Rural settlements 



NW381 :Ratlou 

29945 

109085 

NW382:Tswaing 

23786 

82699 

NW383: Mafikeng 

72448 

237329 

NW384: Ditsobotla 

26519 

86106 

NW385: Ramotshere Moiloa 

39226 

129915 

Sub-Total 

191924 

645134 

Informal settlements 



NW381 :Ratlou 

0 

0 
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NW382:Tswaing 

2141 

7476 

NW383: Mafikeng 

0 

0 

NW384: Ditsobotla 

1579 

5166 

NW385: Ramotshere Moiloa 

0 

0 

Sub-Total 

3720 

12642 

Total 

269977 

889108 

Source: CS 2016, StatsSA: Enumeration Areas (EA) is grouped to formulate settlement in the three broad 
categories above. An aggregation of urban formal , industrial and commercial EAs form the Towns category. Rural 
settlements category is formed by an aggregate of traditional, vacant (land), farms and small holding EAs. Informal 

settlement category is a stand-alone formed by only informal EAs. 




T 1.2.6 


Natural Resources 

Major Natural Resource 

Relevance to Community 

Minerals Resources (Gold, diamond, Chrome, 
Slate, Cement etc 

Poverty alleviation, job creation and local communities 
benefits from social and labour plans, foreign direct 
investment, procurement from local suppliers, etc 

Protected Areas/Conservation/Tourism 

Generate an increased tourism traffic flow to the district 
leading to job creation, local SMME's/Cooperatives 
procurement opportunities, diversification of local 
economy, infrastructure development such as roads, 
airports, ect 

Agricultural Land 

Food Security, sustainable food production, local agro- 
processing plants poverty alleviation, income generation 
from agricultural land proceeds, job creation 

Water Source (catchment areas, dolomitic 
aquifer, dolomitic eyes, rivers 

Provision of water for commercial farming, small scale 
farming as well subsistence farming, livestock watering 

sources 

T 1.2.7 


13 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 




1.3. SERVICE DELIVERY OVERVIEW 


SERVICE DELIVERY INTRODUCTION 

The Project Management Unit (PMU) is at the forefront of service delivery and pivotal to the 
performance of the District Municipality (DM). PMU managed more than Seventy (70) capital 
infrastructure projects and depended much on the support of various departments within the 
municipality in order to achieve impactful service delivery objectives; however, numerous 
challenges were experienced in the financial year under review. 

Challenges 

On any journey there are challenges that require multiple plans in order to manoeuvre through the 
obstacles; PMU had a share of its own challenges. The first challenge deals with project cost 
recovery. The population within the district earns below the normal living wage, this makes it 
difficult to recover funds spent on infrastructure assets. The illegal connections to services 
rendered are also on the rise as the influx of people moving from areas with no services to areas of 
basic services. The second challenge deals with project costing. 

Projects in the rural areas are significantly more expensive than those implemented in urban areas; 
this issue is exacerbated in the case of Ngaka Modiri Molema District due to arid conditions as well 
as lack of natural surface water reserves in the District. 

Village sizes and remoteness make it almost impossible to achieve economies of scale on these 
projects. The limited financial resources available to the municipality for the implementation of 
infrastructure projects limit the impact that PMU can have. Eskom connections has been slow in 
some instances almost absent, leading to projects not closing and handover being postponed due 
to no electrical connection on site. 

Achievements 

There are no achievements in the 14/15 FY in terms of provision of basic delivery to our 
communities due to non-payments to service providers which led to incomplete projects. 

T 1.3.1 


14 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 





COMMENT ON ACCESS TO BASIC SERVICES: 

Ngaka Modiri Molema District Municipality is responsible for provision of basic services at rural 
areas and has contracted Local Municipalities to provide the same competency in Urban Areas. 
Local Municipalities are registering the poor of the poorest in the indigent register to qualify for free 
basic electricity, water and sanitation services. 

The District Municipality is providing VIP toilets to rural residents as well as providing free water. 
Water is provided through communal standpipes which are placed 200m radius around the 
dwelling as per legislative requirement of RDP standard. 

All our boreholes are operated by pump operators who have been nominated by their respective 
Communities through Ward Councillors and Local Chiefs as a means of making partnership with 
our Communities towards Service Delivery and making them feel ownership of water schemes, this 
initiative drives them to take care of infrastructure surrounding them. The District is paying for 
electricity, fuel consumed for pumping water and stipend for these operators. 

T 1.3.3 
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1.4. FINANCIAL HEALTH OVERVIEW 


FINANCIAL OVERVIEW 

The budget and Treasury Management department is responsible for the development of the 
district municipality’s financial strategy and overall financial management. The department is also 
responsible for ensuring financial balance between the municipal entities, core administration, 
compliance with relevant legislation, regulations, and governance practices and finally ensuring the 
implementation of the Municipal Finance Management Act (MFMA). 

The Municipality’s procurement systems also seek to grow the economy by BEE suppliers and 
Small, Medium and Micro Enterprises (SMME). But key challenges still exist in this respect. 
Sourcing SMME and BEE suppliers for specialised skills is still an obstacle. Managing the 
alignment of the supply chain across the district’s departments specifically alignment of financial 
procedures, policies and processes as well as ensuring compliance with GRAP, has improved for 
the year under review. Resources, both financial and human remain to ensure that all physical 
assets that are critical to delivery of our core services delivery mandate still remain a challenge. 
This challenge includes both resources for continuous maintenance and implementation of new 
projects to address identified service delivery backlogs. In order to achieve this, additional 
resources will have to be sourced from strategic funding stakeholders. 

T 1.4.1 


Financial Overview: 2015/2016 

R' 000 

Details 

Original 

budget 

Adjustment 

Budget 

Actual 

Income: 




Grants 

811 115 

811 182 

688 321 

Taxes Levies and tariffs 




Gains or loss on Investments 

- 

- 

1 885 

Other 

5 122 

4 566 000 

5 097 

Sub Total 

816 237 

815 748 

695 304 

Less: Expenditure 

463 866 

503 255 

1 1 72 1 82 

Net Total* 

352 370 

312 492 

-476 878 

T 1.4.2 


Operating Ratios 

Detail 

% 

Employee Cost 

26.8% 

Repairs & Maintenance 

5.5% 

Finance Charges & Impairment 

0.1% 

T 1.4.3 
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COMMENT ON OPERATING RATIOS: 

• Employee cost for the 2015/16 financial year was below 30% as a percentage of total 
operating costs which is below the expected norm. 

• Repairs and Maintenance was below 20%, this is concerning as this should maintain assets 
with a carrying amount in excess of R3.6 billion. This underspending on repairs and 
maintenance is caused by the financial pressures faced by the municipality. 

T 1.4.3 


Total Capital Expenditure: 2013/2014 to 2015/2016 

R'000 

Detail 

2013/2014 

2014/2015 

2015/2016 

Original Budget 

284 685,302.00 

288,864,216.00 

282,763,552 

Adjustment Budget 

375,193,000.00 

240,035,876.00 

277,495,068 

Actual 

332,776,995.00 

211,167,539.00 

82,464,085.00 

T1.4.4 


Total Capital Expenditure 

400.000. 000.00 

350.000. 000.00 

300.000. 000.00 

250.000. 000.00 

200 . 000 . 000.00 

150.000. 000.00 

100 . 000 . 000.00 

50,000,000.00 

2013/2014 2014/2015 2015/2016 

■ Original Budget ■ Adjustment Budget ■ Actual 

T 1.4.5 
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COMMENT ON CAPITAL EXPENDITURE: 

Capital expenditure was underspent due to capital funding being utilised for operational purposes. 
The reason there-of is the draught that has impacted the district in the last two odd financial years. 
The municipality being the Water Service Authority had no option but to intervene in this matter to 
augment access to water to the communities. 

T 1. 4.5.1 


1.5. ORGANISATIONAL DEVELOPMENT OVERVIEW 


ORGANISATIONAL DEVELOPMENT PERFORMANCE 

The Executive Mayor of the District approved the Service Delivery and budget implementation Plan 
document of the organization in order to monitor and assess performance and implementation of 
the annual budget of the organization. The strategic document emphasizes among other issues 
five key performance areas namely, KPA1 ; Municipal Transformation and Institutional 
Development, KPA2; Basic Service Delivery and Infrastructure Development, KPA3; Municipal 
Financial Viability, KPA4; Local Economic Development and KPA5; Good Governance and Public 
Participation. 

Organizational development among other things refers to the implementation of a good 
performance management system in order to fulfill the legislative mandate, improve service 
delivery and provide mechanism to report back the municipal council and the public. Organizational 
development also entails improving employee’s performance at a lower level to ensure that there is 
alignment between the internal processes to the vision and mission of the municipality and 
encourages the culture of performance and accountability. It assists the municipality to detect early 
warning signs of under-performance or non-performance, thus allowing relevant interventions for 
improvement. 

T 1.5.1 


1.6. AUDITOR GENERAL REPORT 


AUDITOR GENERAL REPORT: 2015/2016 

The accounts of the Ngaka Modiri Molema District Municipality were too deficient in essential 
details for the Auditor General to form an opinion at the financial viability or rectitude of the 
municipality. 

T 1.6.1 
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1.7. STATUTORY ANNUAL REPORT PROCESS 


No. 

Activity 

Timeframe 

1 

Consideration of next financial year’s Budget and IDP process plan. 
Except for the legislative content, the process plan should confirm 
in-year reporting formats to ensure that reporting and monitoring 
feeds seamlessly into the Annual Report process at the end of the 
Budget/IDP implementation period 

July 2016 

2 

Implementation and monitoring of approved Budget and IDP 
commences (In-year financial reporting). 

3 

Finalize the 4th quarter Report for previous financial year 

5 July 2016 

4 

Submit draft year 0 Annual Report to Internal Audit and Auditor- 
General 

12 August 2016 

5 

Municipal entities submit draft annual reports to MM 


6 

Audit/Performance committee considers draft Annual Report of 
municipality and entities (where relevant) 

12 August 2016 

8 

Mayor tables the unaudited Annual Report 

29 August 2016 

9 

Municipality submits draft Annual Report including consolidated 
annual financial statements and performance report to Auditor 
General 

31 SI August 2016 

10 

Annual Performance Report as submitted to Auditor General to be 
provided as input to the IDP Analysis Phase 

02 September 2016 

11 

Auditor General audits Annual Report including consolidated Annual 
Financial Statements and Performance data 

September - October 
November 2016 

12 

Municipalities receive and start to address the Auditor General’s 
comments 

13 

Mayor tables Annual Report and audited Financial Statements to 
Council complete with the Auditor- General’s Report 

31 SI January 2017 

14 

Audited Annual Report is made public and representation is invited 

1 st February 2017 

15 

Oversight Committee assesses Annual Report 

1 st February 2017 

16 

Council adopts Oversight report 

31 st March 2017 

17 

Commencement of draft budget/IDP finalization for next financial 
year. Annual Report and oversight reports to be used as inputs 

3 ra week of January 
2017 


COMMENT ON THE ANNUAL REPORT PROCESS: 

The municipality is complying with the time frames with regards to tabling the Draft Unaudited 
Annual Report for 201 5/201 6 on the 31 st of August 201 6. 

T 1.7. 1.1 
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CHAPTER 2 - GOVERNANCE 


INTRODUCTION TO GOVERNANCE 

The Constitution of the Republic of South Africa Act 108 of 119 stipulated that public administration 
should adhere to a number of principles, including that: High standard of professional ethics be 
promoted and maintained, Services be provided impartially, fairly, equitably and without bias, 
Resources be utilized efficiently, economically and effectively, People’s needs be responded to 
and public be encouraged to participate in policy making, and it be accountable, transparent and 
development-oriented. 

Good governance has major characteristics which are; 

□ Participation by citizens 

Rule of law -which are fair legal frameworks that are enforced impartially 

Transparency - decision taken and their enforcement of laws requires and their 

enforcement are done in a manner that follows rules and regulations and information is 

freely available and accessible to those who will be affected by such decision and 

enforcement. 

Responsiveness - good governance requires that institutions and processes try to serve all 
stakeholders within a reasonable timeframe 

Consensus oriented - good governance requires mediation of different interests in society to 
reach a broad consensus in society on what is in the best interest of the whole community 
and how this can be achieved 

Equity and inclusiveness - this requires all groups and particularly the most vulnerable, to 
have opportunities to improve or maintain their well-being 

Effectiveness and efficiency - Good governance means that processes and institutions 
produce results that meet that meet the needs of society while making the best use of 
resources at their disposal. The concept of efficiency in the next context of good 
governance also covers the sustainable use of natural resources and the protection of the 
environment. 

Accountability - is a key requirement of good governance not only government institutions 
but also the private sector and civil society organizations must be accountable to the public 
and to their institutional stakeholder. 

In the Ngaka Modiri Molema district municipality the political wing of the municipality exercise their 
executive and legislative powers and functions to govern the affairs of the municipality and 
the administrative wing is responsible for Corporate Governance as prescribed by various 
legislative frameworks. 

T 2.0.1 
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COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE 


INTRODUCTION TO POLITICAL AND ADMINISTRATIVE GOVERNANCE 

The Systems Act requires the municipality to clarify the roles and responsibilities of the most 
important role players in the municipality. Municipalities are complex institutions with wide-ranging 
powers and duties governed by politicians and assisted by a staff component whose the main 
purpose it is to ensure and maintain services to the community. This goal is only achievable if there 
is harmonious interaction between the various role-players. They must know and understand their 
respective roles follow protocols and co-operate with each other but, when they fail, they should be 
able to correct their mistakes in terms of pre-determined processes. 

The Constitution not only confers on a municipality the right to govern the affairs of the community 
within the municipal area, but also empowers the Municipal Council to make decisions concerning 
the exercise of all the powers and the performance of all the functions of the municipality. To this 
end the Municipal Council is clearly the principal political structure and the ultimate decision maker 
of the Municipality. 

The Executive Mayor is the political leader of Ngaka Modiri Molema District Municipality. His 
responsibility is to enhance good governance, promote institutional pride, build external and media 
relations, engage with communities and facilitate the process of governing. The Executive Mayor is 
also responsible for monitoring the management of the municipality’s administration in accordance 
with the directions of the municipal council. He is accountable to council and must report to council 
on performance and discharge of powers, functions and duties of the office. The Executive Mayor 
is assisted by the Mayoral Committee. 

The Executive Mayor’s area of responsibility from a geographical perspective is not limited to the 
geographical area of the municipality. Due to the municipality’s involvement in co-operative 
governance the Executive Mayor’s influence is much wider, e.g. the Premier’s Co-ordinating 
Forum, District Forum, SALGA, Mayoral Forum, etc. 

With regards to the functional area the Executive Mayor possesses all the powers conferred by law 
on the office, as well as those powers that have been delegated to him/her, or can be implied, or 
derive from civic culture or tradition. 

T 2.1.0 
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2.1 POLITICAL GOVERNANCE 


INTRODUCTION TO POLITICAL GOVERNANCE 

The Executive Mayor is the Political Leader of the Ngaka Modiri Molema District Municipality. His 
expected to convene meetings of the Mayoral Committee. The Speaker is the Chairperson of the 
Municipal Council and is expected to convene meetings of Council at least quarterly in February, 
May, August and December of each year. The Ngaka Modiri Molema District Municipality has the 
following Portfolio Committees: 

Infrastructure Development and Maintenance 

Cllr P. Malebelela: Chairperson 
Cllr E. Landsman: Single Whip 
Cllr M. Dala: Member 
Cllr T. Nche: Member 
Cllr E. Lethoko: Member 
Kgosi Lencoe: Member 

Municipal Health Services and Safety 

Cllr P. Kwanaite: Chairperson 
Cllr E. Landsman: Single Whip 
Cllr Moamogwa: Member 
Cllr N. Xatasi: Member 
Cllr R. Senna: Member 
Cllr B. Matlholwa: Member 
Kgosi Lencoe: Member 

Growth and Economic Development 

Cllr M. Molefe: Chairperson 
Cllr E. Landsman: Single Whip 
Cllr M. Mosiane: Member 
Cllr M. Mmota: Member 
Cllr P. Lobelo: Member 
Cllr G. Koloko: Member 
Cllr B. Matlholoa: Member 
Kgosi S. Masibi: Member 

Special Projects 

Cllr B Loeto: Chairperson 
Cllr E. Landsman: Single Whip 
Cllr B. Nkolisa: Member 
Cllr M. Mmota: Member 
Cllr P. Senna: Member 
Cllr L. Schickering: Member 
Kgosi Matlaba: Member 

IDP Planning and Development 

Cllr E. Phaedi: Chairperson 
Cllr E. Landsman: Single Whip 
Cllr M. Makalela: Member 
Cllr T. Seitisho: Member 
Cllr M. Thabeng: Member 
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Cllr N. Moereng: Member 
Cllr T. Makolomakwa: Member 
Kgosi Matlaba: Member 

Finance 

Cllr O. Seabelo: Chairperson 
Cllr E. Landsman: Single Whip 
Cllr T. Mothibi: Member 
Cllr L. Schickering: Member 
Cllr F. Lomo: Member 
Cllr M. Malwane: Member 
Kgosi J Montsioa: Member 

Project Management Unit 

Cllr A. Magagane: Chairperson 
Cllr E. Landsman: Single Whip 
Cllr B. Matlholwa: Member 
Cllr T. Seitisho: Member 
Cllr M. Pilane: Member 
Cllr N. Mosiane: Member 
Cllr T. Makolomakwa: Member 
Kgosi S Masibi: Member 

Corporate Resource Support Services 

Cllr N. Mokoto: Chairperson 
Cllr E. Landsman: Single Whip 
Cllr B. Matlholwa: Member 
Cllr F. Galetlhobogwe: Member 
Cllr B. Nkosi: Member 
Cllr M. Pilane: Member 
Kgosi J. Montshioa: Member 

Municipal Public Accounts Committee 

Cllr O. Tselapedi: Chairperson 
Cllr D.Tshabalala: Member 
Cllr T. Moabi: Member 
Cllr T. Mothibi: Member 
Cllr S. Ntlhadi: Member 
Cllr M. Ndlovu: Member 
Cllr T. Molawa: Member 
Cllr M. Moreo: Member 
Cllr L. Selebogo: Member 
Cllr J. Molefe: Member 

T 2.1.1 
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POLITICAL STRUCTURE 



EXECUTIVE MAYOR 

CLLR. TSHEPO J. MAKOLOMAKWA 



COUNCIL SPEAKER 

CLLR.YOLISWA SECHOARO 



CHIEF WHIP 

CLLR. ERIC LANDSMAN 
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MMC: GROWTH ECONOMIC DEVELOPMENT 

CLLR. M MORUTSE 


MMC: INFRASTRUCTURE DEVELOPMENT & 
MAINTENANCE 

CLLR. P MALEBELELA 


MMC: MUNICIPAL HEALTH SERVICES AND SAFETY 

CLLR. P KWANAITE 


MMC: PLANNING & IDP 

CLLR. E PHAEDI 


MMC: SPECIAL PROJECTS 

CLLR. B LOETO 


T 2.1.1 
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MMC: CORPORATE RESOURCE SUPPORT SERVICES 

CLLR. N MOKOTO 


MMC: FINANCE 

CLLR. O SEABELO 


MMC: PROJECT MANAGEMENT UNIT 

CLLR. L MAGAGANE 


MPAC: CHAIRPERSON 

CLLR. OTSELAPEDI 
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COUNCILLORS 

The Ngaka Modiri Molema District Municipality has a total of forty Six (46) Councillors of which 
fifteen (15) are full time Councillors. Refer to Appendix A. Also refer to Appendix B which sets out 
committees and committee purposes. 

T 2.1.2 


POLITICAL DECISION-TAKING 

Decision made by the Political office go through pre-defined process as provided for in terms of the 
council standing orders, before they become resolutions of the council. Issues and matters arising 
are refined and discussed by various and relevant portfolio committee of council. The discussions 
on the particular matter are then tabled before the Mayoral Committee where the matter is 
discussed at length with the Executive Mayor. The recommendations that stem from the discussion 
are then submitted to Council in order for Council to resolve on the matter or issue in question. 

Foregoing, the matter will be tabled in Council to allow the Council members to make inputs and 
ultimately resolve on the particular item. The Chairperson of the Portfolio Committee takes lead 
and provides clarity in Council. 

The Municipal Manager provides clarity only on technical matters on particular item if sought by 
Council. Council will then resolve and it will be left to the administration arm of the Municipality to 
implement the Council resolution. Resolutions of Council are implemented fully though some 
require that a series of processes be followed before implementation. 

T 2.1.3 


2.2 ADMINISTRATIVE GOVERNANCE 


INTRODUCTION TO ADMINISTRATIVE GOVERNANCE 

In terms of MFMA Section 61 (1) (b) stipulates that the Municipal Manager should disclose to the 
municipal council and the Mayor all material facts which are available to the Accounting Officer or 
reasonably discoverable, and which in any way might influence the decisions or actions of the 
council or the Mayor. 

The Ngaka Modiri Molema District Municipality is still placed under section 139 (1) (b), however 
Senior Managers and line managers signed performance agreements for the year under review. 
Performance Agreements of Accounting Officer and Section 57 Managers were publicised in the 
municipal website within the stipulated timeframe. 

T 2.2.1 
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ADMINISTRATOR 

MR PULE MOIPOLAI 


ACTING MUNICIPAL MANAGER 

MR JERRY BRANDER 


ACTING CHIEF FINANCIAL OFFICER 

MR MORENA MOFOKENG 


n CHIEF AUDIT EXECUTIVE 

MS DINEO MONGWAKETSE 

a SENIOR MANAGER: MUNICIPAL HEALTH SAFETY AND 
SERVICES 

^ MR MOGAPANE METSWAMERE 


T2.2.2 
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COMPONENT B: INTERGOVERNMENTAL RELATIONS 


INTRODUCTION TO CO-OPERATIVE GOVERNANCE AND INTERGOVERNMENTAL 

RELATIONS 

Our Institutional arrangements with local municipalities have not been satisfactory in the previous 
year; as a result we have not been in a position to carry our corporative mandate in this regard. 

T 2.3.0 


2.3 INTERGOVERNMENTAL RELATIONS 

NATIONAL INTERGOVERNMENTAL STRUCTURES 

The municipality has always participated at National Intergovernmental Structures as per the 
invitation from the coordinating offices. There have not been standing arrangements in place. Only 
ADHOC arrangement. 

T 2.3.1 


PROVINCIAL INTERGOVERNMENTAL STRUCTURE 

Intergovernmental forums between us and locals have been resuscitated, with specific reference to 
Municipal Managers’ forum and the Political Forum. This has enabled the District Municipality to 
address outstanding issues such as: Annual transfers to locals, and the support due to locals by 
the district municipality. The National Treasury has played a pivotal role in ensuring that this 
institutional Arrangement is realized. 

T 2.3.2 


RELATIONSHIPS WITH MUNICIPAL ENTITITIE 

Currently the municipality has only one entity, in a form of a Water Board, Sedibeng Water. This 
Board came to operation after the dissolution of the former board, Botshelo Water, as a result of 
poor operational relations between the said board and the District municipality. Results of which 
saw the high rate of outstanding payments to the board. 

T 2.3.3 


DISTRICT INTERGOVERNMENTAL STRUCTURES 

Currently the District Intergovernmental Forum lead by the Mayor/ Administrator has been 
resuscitated. The work done by the Forum is mainly focused on Financial Management, Back to 
Basics and Basic Service Delivery. IGR working groups have also been resuscitated with specific 
reference to the work done through Corporative Governance forums such as IDP Rep Forum, 
Sector Engagement Forum, and the Technical IGR forum where all locals and the DPLGTA 
participated. 

T 2.3.4 
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COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION 
OVERVIEW OF PUBLIC ACCOUNTABILITY AND PARTICIPATION 

The Ngaka Modiri Molema District Municipality’s Council is still under section 139 (1) (b). The 
municipality held Council Consultative meetings in all its local municipalities and had one 
Representative Forum meetings took place as planned and there were no hindrances. 

The Ngaka Modiri Molema Mayoral Committee had visitations to all five (5) local municipalities with 
regards to the follow-ups, comments and complaints raised by the locals. These indicate that the 
district is committed to its mandate in providing our locals and communities with service delivery. 

T 2.4.0 


2.4 PUBLIC MEETINGS 


COMMUNICATION, PARTICIPATION AND FORUMS 

Our IDP and budgetary processes have been published to the community through advertisements 
on the radio and print media. This was in compliance with the legislative requirements. The 
processes are also explained on our municipal website and as a result members of the community 
have been able to get access and obtain whatever information they need. 

In taking the process forward, all planning will be informed by the inputs that came from 
communities. During the budget and IDP processes, there was cohesion from the different 
stakeholders and role players in the municipality. This is the forum that enabled the municipality to 
engage into a partnership with these external clients. 

T 2.4.1 


WARD COMMITTEES 

Ward Committees in the five local municipalities are functional. On the part of the Ngaka Modiri 
Molema District Municipality, the staff compliment is fanalised. There are Pubic Participants in 
each local municipality to ensure representation in Ward Committee Forum Meetings. 

T 2.4.2 


Nature and purpose of 
meeting 

Date of 

events 

Number of 

Participating 
Municipal 
Councillors 

Number of 

Participating 
Municipal 
Administrators 

Number of 

Community 
members 
attending 

Issue 

addressed 

(Yes/No) 

Council Consultative 
Meetings 

30-Mar-16 

30 

9 


Yes 

Council Consultative 
Meetings 

5-Apr-1 6 

10 

15 


Yes 

Council Consultative 
Meetings 

6-Apr-1 6 

29 

7 


Yes 

Council Consultative 
Meetings 

7-Apr-1 6 

25 

9 


Yes 

Council Consultative 
Meetings 

8-Apr-1 6 

30 

9 


Yes 

Representative Forum 

14-Apr-16 

11 

19 

90 

Yes 


T 2.4.3 


32 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 




COMMENT ON THE EFFECTIVENESS OF THE PUBLIC MEETINGS HELD: 

The consultative meetings were held as planned and there were no hindrances. However in 
Tswaing Local Municipality ANC councillors did not avail themselves and other opposition parties 
left, hence the meeting could not continue. 

T 2.4.3. 1 


2.5 IDP PARTICIPATION AND ALIGNMENT 


IDP Participation and Alignment Criteria* 

Yes/No 

Does the municipality have impact, outcome, input, output indicators? 

Yes 

Does the IDP have priorities, objectives, KPIs, development strategies? 

Yes 

Does the IDP have multi-year targets? 

Yes 

Are the above aligned and can they calculate into a score? 

Yes 

Does the budget align directly to the KPIs in the strategic plan? 

Yes 

Do the IDP KPIs align to the Section 57 Managers 

Yes 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

Yes 

Do the IDP KPIs align with the provincial KPIs on the 12 Outcomes 

Yes 

Were the indicators communicated to the public? 

Yes 

Were the four quarter aligned reports submitted within stipulated time frames? 

Yes 

T 2.5.1 
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COMPONENT D: CORPORATE GOVERNANCE 


OVERVIEW OF CORPORATE GOVERNANCE 

Corporate Governance covers amongst others, Risk Management, Internal Audit, Integrated 
sustainability reporting, Accounting, Compliance and enforcement. It also covers issues such as 
ethics, integrity and disclosure. The Municipal Council is responsible for monitoring management in 
respect of the implementation of the strategic plan. 

They have to exercise their oversight role regarding financial and performance reporting and 
compliance with related legislation. The management should provide effective leadership based on 
ethical business practice and good governance, protecting and enhancing the interest of the 
municipality. 

T 2.6.0 


2.6 RISK MANAGEMENT 


RISK MANAGEMENT 

Risk Management is a systematic and formalized process to identify, assess, manage and monitor 
risks. Risk management is a valuable management tool which increases an organization’s 
prospects of success through minimizing negative outcomes and optimizing opportunities. 
Currently, Internal Audit is facilitating the process of risk assessment for the purpose of developing 
three-year rolling risk-based Internal Audit Plan. 

Internal Audit is an independent, objective assurance and consulting activity designed to add 
value and improve operations of the organization. It helps an organization achieve its objectives by 
bringing systematic discipline approach in evaluating the effectiveness of Risk Management, 
governance and controls. A draft enterprise wide risk management framework is in place. There is 
no Chief Risk Officer/ Risk Management unit to assist the municipality to embed risk management 
and leverage its benefits to enhance performance 

T 2.6.1 


2.7 ANTI-CORRUPTION AND FRAUD 


FRAUD AND ANTI-CORRUPTION STRATEGY 

The Speaker of the Ngaka Modiri Molema District Municipality launched the Anti-Corruption and 
fraud forum on the 08 th of September 201 5. 

T 2.7.1 
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2.8 SUPPLY CHAIN MANAGEMENT 


OVERVIEW SUPPLY CHAIN MANAGEMENT 


The municipality developed its policy in line with the supply chain management Regulations issued 
by National Treasury and the policy was reviewed in the 2014-2015 and adopted on the 29 th of 
May 2014 for the 2014-2015 financial year addressing all the short comings that fell short of 
addressing the specific procurement dynamics and needs of the municipality. 

The municipality had developed a policy which was in circulation for comments and inputs by 
various stakeholders, the policy was work shopped to all managers and councilors as it was 
submitted to council for adoption, it should be further reported that the current policy has been 
implemented in full in its current approved format and where it necessitated deviation; they were 
reported to council as it is a requirement. There is currently a revised draft policy which will be 
implemented in the 2016/17 financial after, after approval from council. 

T 2.8.1 


By-laws Introduced during 2015/2016 

Newly Developed 

Revised 

Public Participation 
Conducted Prior to 
Adoption of By-Laws 
(Yes/No) 

Dates of Public 
Participation 

By-Laws 

Gazetted* 

(Yes/No) 

Date of 

Publication 

None 

None 

No 

N/A 

No 

N/A 

T 2.9.1 


COMMENT ON BY-LAWS: 

For the year under review no by- laws where developed. 


T 2.9. 1.1 
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2.10 WEBSITES 


Municipal Website: Content and Currency of Material 

Documents published on the Municipality's / Entity's Website 

Yes / No 

Publishing 

Date 

Current annual and adjustments budgets and all budget-related documents 

Yes 

22-Mar-16 

All current budget-related policies 

Yes 

21 -Apr-1 6 

The previous annual report (Year -1) 

Yes 

30-Sep-15 

The annual report (Year 0) to be published 

Yes 

14-Mar-16 

All current performance agreements required in terms of section 57(1 )(b) of the Municipal 
Systems Act (Year 0) and resulting scorecards 

Yes 

9-Sep-15 

All service delivery agreements (Year 0) 

No 


All long-term borrowing contracts (Year 0) 

No 


All supply chain management contracts above a prescribed value (give value) for Year 0 

Yes 

13 May 

2016 30 

May 2016 

7 June 2016 

An information statement containing a list of assets over a prescribed value that have been 
disposed of in terms of section 14 (2) or (4) during Year 1 

No 


Contracts agreed in Year 0 to which subsection (1) of section 33 apply, subject to subsection 
(3) of that section 

N/A 

N/A 

Public-private partnership agreements referred to in section 120 made in Year 0 

N/A 

N/A 

All quarterly reports tabled in the council in terms of section 52 (d) during Year 0 

Yes 

1 -Feb-1 6 

T 2. 10.1 
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COMMENT MUNICIPAL WEBSITE CONTENT AND ACCESS: 

According the MFMA Section 75 sets out the information that a municipality must include on its 
website as detailed above. The muncipal website is still expiriencing shortfall in some aspects with 
this regard. Yet the municipal webiste is up to date with the crucial information and documents that 
need to be communicated and made availabe to the general public. 

Communication unit together with the IT department have been working closely together curbing 
areas of shortfall on the website and creating new tabs for a faster operation and accessibility. 
Progression in this regard has been immensly increased. Council webbased information is 
uploaded timeously. It is very crucial that the information on the website remains relevant and most 
importantly complies with the Act. The website is also still widely used by the employees of the 
institution and endures the best form of communication when communicating with external 
stakeholders. 

T 2.10.1.1 


2.11 PUBLIC SATISFACTION ON MUNICIPAL SERVICES 


PUBLIC SATISFACATION LEVELS 

The surveys will be discontinued for the financial year 2016/2017 due to limited resources. 
However, campaigns will be identified and communicate channels with the local Municipalities to 
broaden the District visibility in the communities we serve as the survey indicated. 

The unit also wants to identify concerns about physical resources. This will assist in the turnaround 
time of responses on queries and phase out the manual system that the municipality is currently 
using. It will be replaced with an electronic system that will allow us to monitor and evaluate our 
response time and enable us to give our communities a better service. 

T 2.11.1 
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Satisfaction Surveys Undertaken during: 2014/2015 and 2015/2016 

Subject matter of survey 

Survey method 

Survey date 

No. of 

people 
included in 

survey 

Survey results 

indicating satisfaction 
or better (%)* 

Overall satisfaction with: 





(a) Municipality 





(b) Municipal Service Delivery 

Questionnaire 

Jan-June 15/16 

500 

30-45% 

(c) Mayor 





Satisfaction with: 





(a) Refuse Collection 




10% 

(b) Road Maintenance 




10% 

(c) Electricity Supply 




10% 

(d) Water Supply 




10% 

(e) Information supplied by 
municipality to the public 




There were no funds 

available 

(f) Opportunities for 
consultation on municipal 
affairs 




Rare, no budget available 

T 2.11.2 
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CHAPTER 3 - SERVICE DELIVERY PERFORMANCE (PERFORMANCE 
REPORT PART I) 


INTRODUCTION 

NMMDM derives its mandate from Chapter 7 Section 152 (b) of the Constitution of the Republic of 
South Africa, 1996; and Chapter 3 of the Water Service Act, 1997. 

The District is the designated Water Services Authority (WSA) for its area of jurisdiction, which 
encompasses the Ditsobotla, Mahikeng, Ramotshere Moiloa, Ratlou and Tswaing Local 
Municipalities. 

The District uses the Local Municipalities as Water Services Providers (WSPs) for operation and 
maintenance sewer treatment works and retail water reticulation systems in the urban towns of its 
jurisdiction. It also uses the services of Botshelo Water as the bulk water supply WSP for the City 
of Mahikeng and the town of Itsoseng. Botshelo Water also acts as a retail water supply WSP in 
certain villages in the Ramotshere, Mahikeng, and Ratlou Local Municipalities. During the 2014/15 
financial year, Sedibeng Water was directed to take over areas previously operated by Botshelo 
Water and all rural areas of the district municipality as per Gazette No. 81 1 released on 1 5 October 
2014. 

The District can generally be described as water scarce area with most communities obtaining 
water supply from groundwater resources. The only community currently obtaining a portion of its 
water in the NMMDM from surface water resources is Mahikeng and its immediate surrounding 
areas, which obtains about 40% of the water from Setumo Dam. The so-called Grootpan/ 
Lichtenburg/ Grootfontein/ Zeerust (GLGZ) dolomatic formation, being one of the largest in the 
Southern Hemisphere, underlies the eastern section of the NMMDM, and presently supplies the 
balance of water to Mahikeng, as well as portions of Ditsobotla and Ramotshere Moiloa Local 
Municipalities. Management of the GLGZ formation has not however been very effective, with large 
scale over-abstraction taking place, estimated at 13% for the Lichtenburg area in 2001, and 
accredited for the collapse in the yield of the Grootfontein Compartment in 2008. 

The communities in the Tswaing and Ratlou Local Municipalities are supplied from local aquifers 
only, some with notoriously low and poor quality yields, particularly in the Ratlou LM area. 

The large formal towns, as well as a number of institutions such as border posts, hospitals and 
prisons in the NMMDM are served by a total of 15 wastewater treatment works of one form or 
another, in various states of repair. The rural communities however do not have any access to 
formal sanitation, and generally make use of unimproved pit latrines. 

T 3.0.1 
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COMPONENT A: BASIC SERVICES 


This component includes: water; waste water (sanitation); electricity; waste management; and 
housing services; and a summary of free basic services. 


INTRODUCTION TO BASIC SERVICES 

The institutional arrangements of the NMMDM to respond to its mandate are set out as follows: 

•Project Management Unit - Responsible for provision of water and sanitation infrastructure. 
•Infrastructure Development & Management Unit - Operation and maintenance for the provision of 
sustainable and efficient water and sanitation services. 

Project Management Unit 

Project Management Unit (PMU) strives to eliminate service delivery backlogs and contribute 
positively to sustainable economic development of the District Municipality through the provision of 
infrastructure. 

All service delivery capital projects are a core function of the Project Management Unit. This is a 
key department with regard to service delivery project implementation. However PMU is supported 
by other departments within the municipality in meeting its objective. 

Functions of PMU 

•Co-ordinating the project feasibility and business planning process, with the involvement of other 
municipal departments when appropriate; 

•Co-ordinate the project identification process between municipalities in terms of the relevant IDPs; 
•Enforce compliance with statutory requirements (OHS, ECSA, CIDB, etc); 

•Development of local contractors; 

•Liaise with other government stakeholders for all infrastructure projects within the municipal area; 
•Encourage the use labour intensive construction methods on projects to alleviate poverty by 
creating job opportunities; 

•Project management, ensuring projects meet planning objectives. 

•Ensuring that project-related capacity building and development objectives are met. 

•Managing the monitoring and preparation of all necessary reports. 

The projects are mainly focused on providing water and sanitation services across all five Local 
Municipalities, which includes Bulk Water Supply projects, Water Treatment Plants, Waste Water 
Treatment Plants, and augmentation programmes in accordance with the backlogs identified in 
Integrated Development Plan (IDP), cited by both the District Municipality in conjunction with the 
Local Municipalities in its jurisdiction. While the main objectives of the projects are to meet the 
basic human need of clean drinking water and decent sanitation facilities, their impacts create a far 
reach on social betterment of communities and stimulation of local economic development. 

Challenges 

Ngaka Modiri Molema District Municipality faces challenges in their quest to accelerated service 
delivery on a daily basis. 


41 



NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 



•The first challenge deals with project cost recovery. The population within the district earns below 
the normal living wage, this makes it difficult to recover funds spent on infrastructure assets. 

•The illegal connections to services rendered are also on the rise as the influx of people moving 
from areas with no services to areas of basic services. 

•Another challenge is approval of inadequate funds against the proposed estimated project costs 
by the Department of Water and Sanitation. Projects in the rural areas are significantly more 
expensive than those implemented in urban areas; this issue is exacerbated in the case of Ngaka 
Modiri Molema District due to arid conditions as well as lack of natural surface water reserves in 
the District. 

•Village sizes and remoteness make it almost impossible to achieve economies of scale on these 
projects. 

•The limited financial resources available to the municipality for the implementation of infrastructure 
projects limit the impact that PMU can have. 

•Eskom connections has been slow in some instances almost absent, leading to projects not 
closing and handover being postponed due to no electrical connection on site. 

•The major challenge in 2014/15 FY was the conditional grants being used for what they were not 
intended for by the municipality leading to most of the projects not being completed. As a result, 
the annual MIG allocations were reduced and other grants were diverted to Sedibeng Water. 

T 3.1.0 


3.1 WATER PROVISION 

INTRODUCTION TO WATER PROVISION 

Water is life”, (Department of Water Affairs, 2011). Water is a basic human right and no life can be 
sustained without water. As a Water Services Authority (WSA), the municipality serves an 
important role of providing water to the whole of Ngaka Modiri Molema District. The District 
Municipality provides water to rural communities only to the basic level of service, that is, 
standpipes at a radius not exceeding two hundred meters (200m) mainly because limited sources 
of water and financial limitations. 

The Water Service Unit within the Infrastructure Development and Maintenance Directorate 
performs the core function of providing water services in the district Municipality through operation 
and maintenance. Key responsibilities of the unit are; 

- Prepare water services development plan, 

- Daily operation of reticulation infrastructure, 

- Repairs and maintenance of infrastructure, 

- Ensure the quality of potable (drinking) water provided, 

- Ensure regional security and reliability of water supply 

- Water Conservation and demand management, 

- Desludging of sanitation facilities. 

- Operation and Maintenance of Infrastructure 

T 3.1.1 
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COMMENT ON WATER USE BY SECTOR: 

Based on the semi-arid nature accounted within Ngaka Modiri Molema District Municipality, the 
main water source in our area of jurisdiction is groundwater which requires no/less purification 
systems. However there are certain areas within the municipality which has limited surface water 
resource where advanced treatment technologies are utilized at different water treatment plants 
e.g. Mmabatho Treatment Works in Mahikeng Local municipality and Motswedi Treatment Plant in 
Ramotshere Moiloa Local Municipality. 

Our communities within the jurisdiction of Ngaka Modiri Molema, lack social facilitation regarding 
water conservation and this brings a huge impact in our water resources as some become 
depleted and deteriorated. 

T 3. 1.2. 2 


Households 

Description 

2012/2013 

2013/2014 

2014/2015 


Actual 

Actual 

Original Budget 


No. 

No. 

No. 

Formal Settlements 




Total households 

89060 

214857 

214857 

Households below minimum service level 

16515 

55147 

55147 

Proportion of households below minimum service 
level 

18.54% 

26% 

26% 

Informal Settlements 




Total households 

16598 

214857 

214857 

Households ts below minimum service level 

16598 

21045 

21045 

Proportion of households ts below minimum service 
level 

1 00% 

10% 

10% 

Due to the municipality’s financial constraints there were no water service delivery levels below the minimum. 
Capital Projects are aligning to Sedibeng Water as the Implementing agent/ PMU addressing this data. The 
baseline data source : Statistics SA Census 2011 

T 3.1 .4 


Access to Water 


80 
70 
60 
50 
40 
30 
20 
10 
0 

Proportion of Proportion of Proportion of 

households with access households with access households receiving6 
to water points* to piped water klfree# 



■ Year -2 
Year-1 

■ YearO 


* Means access to 25 liters of potable water per day supplied within 200m of a household and with 
a minimum flow of 1 0 liters per minute 

# 6,000 liters of potable water supplied per formal connection per month 

T 3.1.5 
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Water Service Policy Objectives Taken From IDP 

Service 

Objectives 

Outline Service 
Targets 

2014/2015 

2015/2016 

2016/2017 


Target 

Actual 

Target 

Actual 

Target 

Sendee^ 

^Indicators 

'Previous 

Year 


'Previous 

Year 

'Current 

Year 


'Current 

Year 

(i) 

(ii) 

(Mi) 

(iv) 

(v) 

(Vi) 

(vii) 

(viii) 

Service Objective xxx 

Improve 
reliability 
of water 
supply 

Reduce the number 
of interruptions ( % 
of water related 
queries addressed 
within 48 hours) 

1 00% 

83% 

100% 

90% 

72.13% 

90% 

T 3.1.6 


Employees: Water Services 


2014/2015 

2015/2016 

Job Level 

Employees 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a % 
of total posts) 


No. 

No. 

No. 

No. 

% 

0 - 3 

5 

26 

5 

21 

81% 

4 - 6 

7 

30 

7 

22 

73% 

7-9 

21 

25 

21 

4 

16% 

10 - 12 

154 

108 

152 

0 

0% 

13 - 15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

187 

189 

185 

47 

25% 

TWO EMPLOYEES WITHIN THE WATER SERVICES HAVE PASSED ON DURING THE CURRENT FINANCIAL YEAR 
HENCE THE CHANGE FROM 187 TO 185 EMPLOYEES 






T 3.1.7 
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Capital Expenditure 2015/2016: 

Water Services 

R' 000 

Capital Projects 

2015/2016 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 
from original 
budget 

Total Project 
Value 

Total All 













Infrastructure - Road transport 

5091000 

2316000 

1 71 2074 

-1.97358642 


Infrastructure - Water 

143355601 

143355601 

38369317 

-2.73620414 


Infrastructure - Sanitation 

130866951 

130866951 

39868497 

-2.28246513 









T 3.1.9 


COMMENT ON WATER SERVICES PERFORMANCE OVERALL: 

The main challenge of water provision in the district is source development as there is limited 
ground water capacity available, and the lack of rainfall recharge that has made projects to be 
more expensive to implement. Financial resources and tools of trade (Transport and Fuel etc) to 
render operation and maintenance of water infrastructure has led to the overall performance being 
moderate. 

T 3.1.10 


3.2 WASTE WATER (SANITATION) PROVISION 


INTRODUCTION TO SANITATION PROVISION 

The District as Water Service Authority has a mandate to render and perform the Bulk Sanitation in 
its jurisdiction areas and extent this essential service to emptying and desludging of public facilities 
and community own toilets. 

The District has a huge sanitation backlog due to lack of funding to render this basic services to the 
communities and over ninety five percent of the resident are indigent. It is estimated that more than 
one and half billion rands is needed in order to achieve desired targets. 

T 3.2.1 
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Sanitation/Sewerage (above minimum 
level): 2015/2016 
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T 3.2.2 


Sanitation Service Delivery Levels 

*Households 

Description 

2012/2013 

2013/2014 

2014/2015 

2015/2016 

Outcome 

No. 

Outcome 

No. 

Outcome 

No. 

Actual 

No. 


Sanitation/seweraqe: (above minimum level) 

Flush toilet (connected to sewerage) 

Flush toilet (with septic tank) 

Chemical toilet 

Pit toilet (ventilated) 

Other toilet provisions (above min. service level) 

Minimum Service Level and Above sub-total 
Minimum Service Level and Above 

Percentage 
















220 

2454 

1934 

1 

349 





2454 

1934 

1 

569 

2.4% 

1 .8% 

1 .0% 

5.6% 

Below Minimum Service Level Percentage 

Total households 

0.0% 

0.0% 



103858.06 

105226 



T 3.2.3 
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Households - Sanitation Service Delivery Levels below the minimum 


Households 


Description 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Actual 

Actual 

Actual 

Original 

Budget 

Adjusted 

Budget 

Actual 

No. 

No. 

No. 

No. 

No. 

No. 

Formal Settlements 







Informal Settlements 








This table is based on the Indigent Register which is a custody of the Local Municipalities 


T 3.2.4 


Employees: Sanitation Services 


Year 

2014/2015 

Year 2015/2016 

Job 

Level 

Employees 

Posts 


Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a % of 
total posts) 


No. 

No. 


No. 

No. 

% 

0-3 

4 

1 

4 

13 

13% 

4-6 

10 

3 

10 

8 

267% 

7-9 

25 

8 

25 

0 

0% 

10 - 12 

178 

15 

178 

0 

0% 

13 - 15 

0 

15 

0 

0 

0% 

16 - 18 

0 

21 

0 

0 

0% 

19 - 20 

0 

30 

0 

0 

0% 

Total 

217 

93 

217 

21 

1567% 

T 3.2.7 
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Financial Performance Year 2015/16: Sanitation Services 

R'000 

Details 

Year -1 

Year 2015/16 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance 
to Budget 

Total Operational 

Revenue 


103 053 899.00 

154 778 061.00 

154 778 061.00 


Expenditure: 






Employees 


45 753 899.00 

45 778 302.00 

50 870 580.00 

10.06% 

Repairs and 

Maintenance 


2 500 000.00 

33 210 392.00 

43 170 764.00 

94.21% 

Other 


54 800 000.00 

75 789 366.00 

137 031 932.00 

60.01% 

Total Operational 
Expenditure 


103 053 899.00 

154 778 060.00 

231 073 276.00 

55.40% 

Net Operational 
Expenditure 


_ 

1.00 

-76 295 215.00 


T 3.2.8 


Capital Expenditure Year 0: Sanitation Services 

R' 000 

Capital Projects 

YearO 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budget 

Total Project 
Value 

Total All 

260 

326 

378 

31% 

______ — 







Project A 

100 

130 

128 

22% 

280 

Project B 

80 

91 

90 

11% 

150 

Project C 

45 

50 

80 

44% 

320 

Project D 

35 

55 

80 

56% 

90 

Total project value represents the estimated cost of the project on approval by council (including past 
and future expenditure as appropriate. 

T 3.2.9 


COMMENT ON SANITATION SERVICES PERFORMANCE OVERALL: 

The funding of VIP and Chemical toilets in the District was provided by Department of Water and 
Sanitation through their own internal control and Sedibeng Water provided mobile chemical toilets. 
The is huge backlogs of sanitation services in the entire District however the main challenges is 
the funds to roll out this basic services. 

The groundwater protocol was done to assist with the proper design of VIP types of toilets like 
Double Pit Latrines, Single Pit Latrines and Urine Diversion Toilets. The main goals of providing 
this dignity services to the targeted communities may not achieved without providing or allocation 
adequate funding from stakeholders 

T 3.2. 10 
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3.6 FREE BASIC SERVICES AND INDIGENT SUPPORT 


INTRODUCTION TO FREE BASIC SERVICES AND INDIGENT SUPPORT 

Through the numerous projects implemented by the District Municipality, many short-term jobs are 
created, supporting indigenous respective communities. The District is categorically classified as 
rural with low levels of economic activity and high levels of unemployment. As a result, about 90% 
of the projects provide free basic services in the form of water and sanitation. All rural water and 
sanitation schemes are free basic services. 

The poor communities are also supported and empowered through skills transfer offered during 
construction, to aid and alleviate poverty, and increase the employability factor of the society. In 
many cases pump operators are appointed as permanent employees of the District Municipality in 
every area where projects have been completed; all the training and technical support is provided 
by the municipality. 

T 3.6.1 
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COMPONENT B: ROAD TRANSPORT 


This component includes: roads; transport; and waste water (storm water drainage). 

INTRODUCTION TO ROAD TRANSPORT 

The NMMDM has a legislative mandate to plan, regulate, provide and administer roads transport 
Infrastructure and services within its entire area of jurisdiction. In our endeavour to achieve our 
Mandate the District has ensured that its IDP objective and implementation strategies respond to the 
Legislative intent. 

Our priority as the District municipality has always been rural development and public transport biased. 
This is what has been driving our road transport projects and priorities. The NMMDM has also 
developed integrated transport Plan (ITP 2008-2013) through assistance of the Provincial Department 
of Transport. The District ITP five year planning cycle has elapsed and new District ITP Development 
process is underway through the assistance of the Provincial Department of Community Safety and 
Transport. 

T3.7 


3.7 ROADS 


INTRODUCTION TO ROADS 

The Municipal Structures Act no. 117 of 1998 clause 84(1 )(f) gives district municipalities a mandate to 
construct and maintain municipal roads which form an integral part of a road transport system for the 
area of the district as a whole. This legislative mandate also entails planning, regulating and 
administering of district municipality road infrastructure. The Ngaka Modiri Molema District Municipality 
(NMMDM) is performing this function through internal and external mechanisms, whereby ensuring 
that synergy in terms of capacity is realised. The municipal and hired plant are utilised for maintenance 
in this regard. The NMMDM has appointed professional service providers in 2012 to develop the Rural 
Road Asset Management System (RRAMS) for all municipal roads within its area of jurisdiction. This is 
a multiyear project and the contract will end in 2016. This system seeks to classify roads in line with 
the Road Infrastructure Strategic Framework of South Africa (RISFSA). This process will further 
determine road inventory, infrastructure condition and traffic volumes. The information will be utilised to 
inform the future funding model by the Department of Transport and National Treasury. It will also be 
used by municipalities for planning relating to road infrastructure development and maintenance. 

T 3.7.1 


Gravel Road Infrastructure 

Kilometres 


Total gravel roads 

New gravel roads 
constructed 

Gravel roads 
upgraded to tar 

Gravel roads 
graded/maintained 

2012/2013 

399.5 KM 

36.5 KM 

14.5 KM 

129 KM 

2013/2014 

474.5 KM 

75 KM 

0 KM 

125.3 KM 

2014/2015 

488.5 KM 

14 KM 

0 KM 

146 KM 

2015/2016 

488.5 KM 

0 KM 

0 KM 

356.9 KM 

T 3.7.2 
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Tarred Road Infrastructure 

Kilometres 


Total tarred roads 

New tar roads 

Existing tar roads 
re-tarred 

Existing tar roads 
re-sheeted 

Tar roads 

maintained 

2013/2014 

1.7 KM 


1.7 KM 


8.3 KM 

2014/2015 

1.7 KM 

0 KM 

1.7 KM 


0 KM 

2015/2016 

0 

0 

0 

0 

0 

Nothing was done for 2015/2016 

T 3.7.3 


Cost of Construction/Maintenance 

R' 000 


Gravel 

Tar 

New 

Gravel - Tar 

Maintained 

New 

Re-worked 

Maintained 

2013/2014 


0 

R 4,449,404.28 

0 


R 7,960,1 58.20 

2014/2015 



R 2 524 006.20 


R 2 974 183 


2015/2016 



R 2 820 800.00 





T 3.7.4 
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Road Service Policy Objectives Taken From IDP 

Service 

Objectives 

Outline 

Service 

Targets 

2014/15 

2015/16 

2016/17 


Target 

Actual 

Target 

Actual 

Target 

SemcT 

^vindicators 

'Previous 

Year 


'Previous 

Year 

'Current 

Year 


'Current 

Year 

(i) 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

(vii) 

(viii) 

Service Objective xxx 

Construction 

and 

maintenance 

of district and 

internal roads 

Kilometres of 
gravel roads 
maintained 

526 KM’s 
gravel roads 
maintained 

146 KM’s 

gravel 

roads 

maintained 

526 KM’s 
gravel roads 
maintained 

300 KM’s 
gravel roads 
maintained 

356.9 KM’s 
gravel roads 
maintained 

300 KM’s 
gravel roads 
maintained 

T 3.7.6 


Employees: Road Services 

Job Level 

2014/2015 

2015/2016 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a 
% of total posts) 

% 

0 - 3 

1 

5 

1 

4 

80% 

4 - 6 

4 

3 

1 

2 

67% 

7-9 

3 

7 

4 

3 

43% 

10 - 12 

8 

15 

9 

6 

40% 

13 - 15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

16 

30 

15 

15 

50% 

T 3.7.7 


COMMENT ON THE PERFORMANCE OF ROADS OVERALL: 

The performance in relation to road maintenance is satisfactory although there was inadequate 
budget for 2015/16. This is a critical issue that needs to be attended, because many district roads 
are not in good condition, and the only measure to ensure that all roads are maintained is to have 
enough budget to cater for all affected roads. 

The Municipality is doing well in terms of developing RRAMS. The road infrastructure inventory, 
conditional assessment and phasel of traffic counts are done. The phase2 traffic counts and web 
based Road Asset Management System has been done in the current financial year. 

T 3.7.10 
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3.9 WASTE WATER (STORMWATER DRAINAGE) 


INTRODUCTION TO STORMWATER DRAINAGE 

NMMDM has no legislative mandate to do storm water management however the function is done 
as part of municipal roads function since construction and maintenance of streets is the sole 
responsibility of the local municipalities. 

However the NMMDM has a legislative obligation to support, assist and capacitate its local 
municipalities hence a Storm Water Master Plan for the local municipality. NMMDM also assisted 
Mahikeng LM to rehabilitating First Street, First Avenue, Aerodrome road to improve its surface 
standard and storm water drainage standard. 

T 3.9.1 
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COMPONENT C: PLANNING AND DEVELOPMENT 


This component includes: planning; and local economic development. 


INTRODUCTION TO PLANNING AND DEVELOPMENT 

Section 28(1) of the Municipal Systems Act (32 of 2000) indicates that "each municipal council, 
within a prescribed period after the start of its elected term, must adopt a process set out in writing 
to guide the planning, drafting, adoption and review of its integrated development plan" 

Section 26(e) of the MSA indicates that an Integrated Development Plan (IDP) must reflect "a 
Spatial Development Framework which must indicate the provision of basic guidelines for the land 
use management system for the municipality". In short a municipality must annually prepare a Plan 
for the amendment of all elements of the IDP which includes amendments to the Spatial 
Development Framework (SDF). 

Section 12 of the Spatial Planning and Land Use Management Act (16 of 2013) also stipulates 
that: “each municipality must prepare a Spatial Development Framework and; Section 20(2)(1) 
stipulates that: “a municipal SDF "must be prepared as part of a municipality's Integrated 
Development Plan". District Rural Development Plan (DRDP) was developed for the District in 
consultation with Department of Rural Development and Land Reform, the said plan is yet to be 
adopted by Council. Regrettably the District’s SDF has not been reviewed since 2006 and this has 
impacted negatively 

T3.10 


3.10 PLANNING 


INTRODUCTION TO PLANNING 

The District’s Spatial Development Framework (SDF) has not yet been established due to the 
unavailability of funds; the 2006 version has not been reviewed since and is now obsolete. The 
previous commitment made by the Department of Rural Development and Land Reform (DRDLR) 
to fund the establishment of the District’s SDF was rescinded by the department citing budget 
constraints within the department. 

Since the promulgation and enactment of Spatial Planning Land Use Management Act (SPLUMA) 
in 2013 the emphasis of on the drafting of a credible and SPLUMA compliant SDF cannot be over 
emphasized that it already is. Attempts will be made by the district to solicit funds from other 
government’s institutions such as DBSA or COGTA to in order to compile this crucial document, 
business plans will be drafted and submitted to identified possible funders. 

T 3.10.1 
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Applications for Land Use Development 

Detail 

Formalisation of 
Townships 

Rezoning 

Built Environment 

Year -1 

YearO 

Year -1 

YearO 

Year -1 

YearO 

Planning application received 







Determination made in year of receipt 







Determination made in following year 







Applications withdrawn 







Applications outstanding at year end 







The required data is a competence of the Local Municipalities T 3. 10.2 


Employees: Planning Services 


20142015 

2015/2016 

Job Level 

Employees 


Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a 
% of total posts) 


No. 


No. 

No. 

No. 

% 

0 - 3 

9 

12 

9 

3 

25% 

4-6 

7 

7 

7 

0 

24% 

7-9 

1 

2 

1 

1 

50% 

10 - 12 






13 - 15 






16-18 






19-20 






Total 

17 

21 

17 

4 

99% 

T 3.10.4 


COMMENT ON THE PERFORMANCE OF PHYSICAL PLANNING OVERALL: 

This above section is relevant to the Capital Projects implementing Departments which are 
implementing and doing variations in their operations and will be in a better position know where 
there variations were and the reasons thereof. 

T 3.1 0.7 
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3.11 LOCAL ECONOMIC DEVELOPMENT (INCLUDING TOURISM AND MARKET 
PLACES) 


INTRODUCTION TO ECONOMIC DEVLOPMENT 

The Growth & Economic Development Department of the NMMDM comprise of three Units namely 
Local Economic Development, Rural Development and Monitoring & Evaluation. In that regard the 
Growth and Economic Development Department essentially enables the municipality to develop 
policies, design programs and implement projects aimed at improving the socio-economic 
conditions of the District. In order to fulfil this important developmental role; the GED department 
has developed and is currently implementing two strategies, namely the District Growth and 
Development Strategy (DGDS 2013-2018) and Rural Development Strategy (RDS). 

The DGDS is expected to cover five (5) year period and is aimed at establishing a common vision 
for growth and development within NMMDM which is aligned with National, Provincial and local 
development strategies. Therefore the DGDS provides a framework and a point of reference for all 
the NMMDM growth and development plans, policies, and strategies in its various areas of 
operation. On the other hand and also given the rural nature of the NMMDM, the RDS was 
developed essentially to act as a guiding regional economic policy and implementation programme 
for various rural development initiatives within NMMDM. 

As such, RDS aims to pull together various actors in the public, private and civil sector domain so 
that their resources as a collective could effectively be used in the execution of the rural 
development strategy with a long term vision of benefiting the citizens of the rural areas within the 
NMMDM, However the two strategies need to be reviewed in the next financial as they have 
completed their five year term. Again the Monitoring and Evaluation unit is now dysfunctional as all 
its staff members have resigned. 

T 3.11.1 


Economic Activity by Sector 

R 'mil 

Sector 

2013/2014 

2014/2015 

2015/2016 

Agric, forestry and fishing 

1 274 510 

1 274 510 

4 502 000 

Mining and quarrying 

862 953 

862 953 

46 371 000 

Manufacturing 

1 019 471 

1 019 471 

10 166 000 

Wholesale and retail trade 

2 263 445 

2 263 445 

20 608 000 

Finance, property, etc. 

3 105 977 

3 105 977 

23 521 000 

Govt, community and social services 

1 1 626 464 

1 1 626 464 

23 168 000 

Infrastructure services/Construction 

460 575 

460 575 

5 052 000 

Transport 

1 261 479 

1 261 479 

1 0 083 000 

Electricity 

716 269 

71 6 269 

3 711 000 





Total 

2 039 797 

2 039 797 

147,182.000 

Source: StatsSA: The information on the economic activity is from Gross Domestic Product, 2015 (based on 
2010 prices): figures are for the North West Province. A construction figure has been used for infrastructure. 

T 3.11.2 
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Economic Employment by Sector 




Jobs 

Sector 

2013/2014 

2014/2015 

2015/2016 (000's) 

No. 

No. 

Q 1 (Jul - 
Sep 15) 

Q 2 (Oct - 
Dec 15) 

Q 3 (Jan - 
Mar 16) 

Q 4 ( Apr - 
Jun 16) 

Agric, forestry and 
fishing 

8 245 

8 245 

55000.00 

57000.00 

54000.00 

37000.00 

Mining and quarrying 

5 152 

5 152 

154000.00 

172000.00 

157000.00 

140000.00 

Manufacturing 

6319 

6319 

76000.00 

80000.00 

64000.00 

70000.00 

Wholesale and retail 

trade 

17 739 

17 739 

176000.00 

168000.00 

163000.00 

193000.00 

Finance, property, 
etc. 

10 809 

10 809 

92000.00 

94000.00 

99000.00 

83000.00 

Govt, community 
and social services 

36 154 

36 154 

183000.00 

200000.00 

207000.00 

201000.00 

Infrastructure 

services/Constructio 

n 

4 228 

4 228 

63000.00 

69000.00 

59000.00 

77000.00 

Transport 

3 042 

3 042 

37000.00 

46000.00 

44000.00 

33000.00 

Households 

12 896 

12 896 

81000.00 

81000.00 

75000.00 

77000.00 

Electricity 

939 

939 

3000.00 

2000.00 

2000.00 

4000.00 








Total 

105 523 

105 523 

920000.00 

969000.00 

924000.00 

915000.00 

Source: StatsSA: The information is based on the quarterly labour force survey 2015 and 2016. the values 
reported for infrastructure is reported under construction and values for electricity are reported under utilities 

T 3.11.3 


COMMENT ON LOCAL JOB OPPORTUNITIES: 

During the 2015-2016 reporting period Growth and Economic Development managed to create 
jobs through its EPWP and Infrastructure programmes, resulting in 462 job opportunities being 
created. We have further trained SMMEs in various skills, facilitated the Local Economic 
Development stakeholder engagements. Full details of above-mentioned successes are captured 
in detail in the subsequent sections of this report 

T 3.11.4 


Jobs Created during Year 0 by LED Initiatives (Excluding EPWP projects) 

Total Jobs created / Top 

3 initiatives 

Jobs created 

Jobs 

lost/displaced by 
other initiatives 

Net total jobs 
created in year 

Method of validating jobs 
created/lost 


No. 

No. 

No. 


Total (all initiatives) 





2013/2014 

47 

6 

47 


2014/2015 





2015/2016 

0 

Nil 

Nil 


T 3.11.5 


57 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 



Job creation through EPWP* projects 

Details 

EPWP Projects 

No. 

Jobs created 
through EPWP 
projects 

No. 

2013/2014 

Clearing and cleaning sites around schools across all local 
municipalities 

344 

2014/2015 

Cleaning of School yards at five Local Municipalities 

288 

2015/2016 

Cleaning of School yards at five Local Municipalities 

212 


T 3.11.6 


Employees: Local Economic Development Services 



2013/2 

014 

2014/2015 

2015/2016 

Job 

Emplo 

Post 

Employees 

Vacancies 

Vacancies 

Posts 

Emplo 

Vacancies 

Vacancies 

Leve 

yees 

s 


(fulltime 

(as a % of 


yees 

(fulltime 

(as a % of 

1 




equivalents 

total 



equivalent 

total posts) 





) 

posts) 



s) 



No. 

No. 

No. 

No. 

% 

No. 

No. 

No. 

% 

0-3 

10 

0 

9 

0 


0 

5 

4 

4% 

4-6 

4 

0 

3 

0 


0 

3 

0 

0% 

7-9 

3 

0 

5 

0 


0 

5 

0 

0% 

10 - 










12 

0 

0 

0 

0 


0 

0 

0 

0% 

13 - 










15 

0 

0 

0 

0 


0 

0 

0 

0% 

16- 










18 

0 

0 

0 

0 


0 

0 

0 

0% 

19 - 










20 

0 

0 

0 

0 


0 

0 

0 

0% 

Total 

17 

0 

17 

0 


0 

13 

4 

4% 


T 3.1 1.8 


Capital Expenditure Year 0: Economic Development Services 

R' 000 

Capital Projects 

YearO 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budget 

Total Project 
Value 

Total All 

260 

326 

378 

31% 








Project A 

100 

130 

128 

22% 

280 

Project B 

80 

91 

90 

11% 

150 

Project C 

45 

50 

80 

44% 

320 

Project D 

35 

55 

80 

56% 

90 

Total project value represents the estimated cost of the project on approval by council (including past 
and future expenditure as appropriate. 

T 3.11.10 
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COMMENT ON LOCAL ECONOMIC DEVELOPMENT PERFORMANCE OVERALL: 

The Local Economic Development is a dedicated Unit under Growth and Economic Development 
to address and promote jobs through LED and infrastructure projects, Sector Development 
programmes, Tourism Development, SMMEs/Cooperatives training programmes, 
SMME/Cooperatives development and Marketing and Trade shows. Furthermore and given the 
rural nature of the District and economic activities thereof, the Department is implementing projects 
at a smaller scale focusing on Agricultural projects such as Poultry, piggery and vegetables. For 
the current financial year no new projects were implemented, only one existing Agricultural project 
have been supported with feed, medical care and technical support. 

The Department also facilitated creation of 462 job opportunities through the municipal EPWP. 
With respect to training provision the department has facilitated training for 13 
SMMEs/Cooperatives. With respect to Tourism Development Programmes the following has been 
achieved; successfully implemented 16 Tourism Support Programmes. These programmes include 
4 Tourism Awareness Programmes and 8 Service Excellence. Lastly we have implemented the 
following Industry Support Programmes; implemented 13 Sector development programmes and 
registered 2 Cooperatives/Companies. 

T 3.11.11 


3.19 HEALTH INSPECTION; FOOD AND ABBATOIR LICENSING AND 
INSPECTION; ETC 


INTRODUCTION TO HEALTH INSPECTIONS; FOOD AND ABATTOIR LICENCING AND 

INSPECTIONS, ETC 

The services are defined as Municipal Health services in terms of the National Health Act, 61 of 
2003.The services are defined as inclusive of the nine Key Performance Areas (KPA’s) and 
inspections of premises for health surveillance and food handling and certification purposes are 
some of the KPA’s as defined by legislation. The Municipal Structures Act, 117 of 1998, section 84 
(1)( i) delegates Municipal Health services as powers and functions of the Metropolitan and District 
Municipalities. 

The service delivery priorities for the year of reporting are (a) Conducting health and educational 
awareness campaigns to communities (b) Reaching communities and learners on health and 
hygiene education (c) Monitoring &inspections of formal and informal food handling premises (d) 
Quality monitoring of potable water sources and supplies (e) Monitoring and inspections of Early 
Childhood Development (ECD) centres. The impact done on the priority service delivery is a mix of 
achievements and non- achievements due to lack of financial resources being provided. 

T 3.19.1 


SERVICE STATISTICS FOR HEALTH INSPECTION, Etc 

(a) Health and Educational awareness campaigns conducted - 51 

(b) Community members & Learners reached through health & hygiene education - 4 125 

(c) Formal & Informal food handling premises monitored and inspected - 201 9 

(d) Potable water samples analysed for quality monitoring - 144 

(e) Early Childhood Development (ECD) centres monitored & inspected - 241 

T 3.19.2 
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Health Inspection and Etc Policy Objectives Taken From IDP 


Service Objectives 

Outline 

2014/2015 

2015/2016 


Service 

Target 

Actual 

Target 

Actual 


Targets 

‘Previous 


‘Previous 

‘Current 


^Seryice-tfldicators 


Year 


Year 

Year 


(i) 

(ii) 

(Mi) 

(iv) 

(v) 

(vi) 

(vii) 


Promote health & hygiene through 
education in communities 
(members reached) 


1020 

5434 

1500 

4000 

4 125 

Conduct health awareness 
campaigns (number of campaigns 
conducted) 


12 

28 

14 

16 

51 

Promote food safety (number of 
food handling premises inspected) 


410 

1742 

450 

1300 

2019 

Monitor the quality of potable water 
(number of water samples taken and 
analysed ) 


110 

224 

120 

230 

78 

Monitor & inspect Early Childhood 
Development (ECD) centres 




30 

150 

241 

T 3.19.3 


Employees: Health Inspection and Etc 


2014/2015 

2015/2016 

Job Level 

Employees 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a % 
of total posts) 


No. 

No. 

No. 

No. 

% 

0-3 

2 

22 

2 

20 

46% 

4-6 

12 

43 

13 

30 

98% 

7-9 






10 - 12 






13 - 15 






16-18 






19-20 






Total 

14 

65 

15 

50 

144% 

T 3.19.4 


COMMENT ON THE PERFORMANCE OF HEALTH INSPECTIONS, Etc OVERALL: 

For the year of reporting 2015/16 no capital expenditure was budgeted for due to financial 
constraints of the municipality as such no variations were experienced. Some routine activities 
such as sustained sampling and analysis of water and milk samples could not be achieved due to 
financial constraints. The staffing challenges also impact negatively on the overall performance of 
the services as the staffing currently does not conform to the World Health Organization (WHO) 
norms of 1: 10 000. 

T 3.19.7 
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3.21 FIRE 


INTRODUCTION TO FIRE SERVICES 

During the fiscal year 2015/16 the focus was more on operational matters rather than being more 
strategic due to finanacial constrains in the municipality. Thus the following annual tragets were 
sets: Number of Public Information Education Relations (PIER) and inspections conducted. 
Number of Fire Incidents and Special services attended. Number of compliance certificate issued 
and building plans approved. 

T 3.21.1 


Metropolitan Fire Service Data 


Details 

2014/15 

2015/16 

2016/17 

Actual No. 

Estimate 

No. 

Actual No. 

Estimate 

No. 

1 

Total fires attended in the year 

552 

450 

403 

400 

2 

Total of other incidents attended in the year 

256 

250 

295 

250 

3 

Average turnout time - urban areas 

3 Minutes 

3 Minutes 

3 minutes 

3 minutes 

4 

Average turnout time - rural areas 

3 Minutes 

3 Minutes 

3 minutes 

3 minutes 

5 

Fire fighters in post at year end 

241 

248 

229 

237 

6 

Total fire appliances at year end 

22 

22 

27 

27 

7 

Average number of appliance off the road during the 
year 

17 

0 

11 

0 

T 3.21.2 


Employees: Fire Services 

Job Level 

2014/15 

2015/16 

Fire Fighters 

Employees 

Posts 

Employees 

Vacancies 

(fulltime 

equivalents) 

Vacancies 
(as a % of 
total posts) 

Administrators 

No. 

No. 

No. 

No. 

% 

Chief Fire Officer & Deputy 






Other Fire Officers 






0-3 

6 

7 

6 

1 


4-6 

88 

139 

84 

55 


7-9 

56 

203 

54 

149 


10 - 12 

87 

259 

85 

174 


13 - 15 

0 

0 

0 

0 


16-18 

0 

0 

0 

0 


19-20 

0 

0 

0 

0 


Total 

237 

608 

229 

379 


T 3.21.4 
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COMMENT ON THE PERFORMANCE OF FIRE SERVICES OVERALL: 

Establishment and equipping of satellite stations failed due to unavailability of funds though 
municipality was under administration. This condition brought the standard of services down due to 
lack of improvement and development in the current fiscal year. Thus for improvement and 
development there is nothing tangible that can be shown as far as performance is concerned. 

As a result in terms of the prevailing challenges more funds are needed for infrastructure and 
resources in the form of equipment and warm bodies. 

T 3.21.7 


3.22 OTHER (DISASTER MANAGEMENT, ANIMAL LICENCING AND CONTROL, 
CONTROL OF PUBLIC NUISANCES AND OTHER) 


INTRODUCTION TO DISASTER MANAGEMENT, ANIMAL LICENCING AND CONTROL, 
CONTROL OF PUBLIC NUISANCES, ETC 

It is a norm and standard according to section 50 of the Disaster Management Amendment Act 
(Act No: 16 of 2015) that the District Disaster Management Centre’s must prepare a disaster 
management annual report and submit a copy to the Municipal Council, Provincial and National 
Disaster Management Centre’s. Accordingly, all activities done by the Centre should be inclusive in 
the report. 

1. Integrated Institutional Capacity Arrangement. 

More progress was registered in 2015/16 financial year particularly on the renovations of the 
allocated building to be used as the Joint District Disaster Management Operational Centre. The 
NMMDM Disaster Management Services are still operated from the interim portable structures that 
are situated in Mahikeng Fire Station along Modiri Molema road. However, the District Municipality 
has at least this year managed to renovate up to 1 00% of the allocated building by Mahikeng Local 
Municipality and procured some basic ICT equipment’s through financial assistance from the 
Provincial Disaster Management Centre. The renovated building is now expected to be in 
operation soon. 

Furthermore, section 51 of the Disaster Management Amendment Act (Act No: 16 of 2015) 
requires the District Municipalities to establish necessary IGR committees or Forums to deal with 
issues of Disaster Management within their areas of jurisdiction. Is so doing, the District 
Municipality had in 2012/13 financial year established the following IGR committees or Forums:- 

1. DM Interdepartmental Committee 

2. DM Local Consultative Forums and 

3. DM Advisory Forum 

These established Forums and / or Committees have been performing well in the past reporting 
years and attendance has been very satisfactory. The challenges were only experienced around 
the last quarter of 2015/16 whereby members were not able to attend especially those from Non 
Profit Organizations (NGO’s) due to some specific reasons. Most of them indicated the need for 
sitting allowance as they came from far areas and that they should also be catered with food when 
attending the meetings. 

It was therefore difficult for the DM Centre to keep consistency on members’ attendance. Sitting 
allowance or any form of incentive still remains a challenge as most of the Advisory and / or Local 
Consultative Forum members are from Non Profit Organizations (NGO’s). 
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2. Disaster Risk Assessment. 

Another scientific assessment was conducted in 2013/14 during the development of Level Two (2) 
Plan. Shortage of water, pollution and drought still remains a critical challenge to the Municipality. 
To some extend the increase on number of informal settlements was also realized even though it 
was not registered in the plan e.g. Ottosdal in Tswaing Local Municipality has one more informal 
settlement and the same in Colligny, Ditsobotla Local Municipality. These increases in numbers of 
informal settlements create a challenge to the DM Centre as residents in those areas are using 
poor quality material when building such structures. The District Disaster Management Centre will 
update its risk profile as soon as funds are made available. 

3. Disaster Response and Recovery. 

NMMDM Disaster Management Services has been always on course in dealing with issues of 
disasters and provision of humanitarian relief materials like blankets, mattresses, tents and 
disaster response shanties since inception. It shall be recalled that since 2009 up until to date the 
District Municipality has been experiencing some sort of interventions through section 139 of the 
Constitution. To some extent these exercises have affected or contributed to the poor performance 
or capabilities of the District Disaster Management Centre in ensuring proper response to the 
affected individuals or communities in the district. The DM Centre had in 2015/16 financial year not 
done well in terms of responding to the reported disaster calls across the entire district due to 
limitations in budgets and resources. 

There are a number of back logs registered this year because the DM Centre was unable to 
respond appropriately and in time due to shortage of disaster response materials. However in 
midst of everything, the DM Centre has been arranging debriefing sessions and awareness 
campaigns with relevant stakeholders in attempt to share some these frustrations and also to lay- 
down the way forward. The financial status of the municipality during 2015/16 financial year has 
made it difficult for the DM Centre to can respond effectively and efficiently as expected by the 
disaster victims. Ultimately a requisition memo for the appointment of the service provider to 
supply, deliver and erect shanties for a period of two (2) years has been drafted and approved by 
the Acting Municipal Manager and the Administrator. 

T 3.22.1 
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Disaster Management, Animal Licencing and Control, Control of Public Nuisances, Etc Policy Objectives Taken 

From IDP 

Service 

Objectives 

Outline 

Service 

Targets 

2014/2015 

2015/2016 

2016/2017 


Target 

Actual 

Target 

Actual 

Target 

Service' 

^htfficaiors 

'Previous 

Year 


'Previous 

Year 

'Current 

Year 


'Current Year 

(i) 

(ii) 

(Mi) 

(iv) 

(v) 

(vi) 

(vii) 

(viii) 

Service Objective xxx 

Refurbishme 

nt / 

renovations 
of DDMC 
(Conditional 
Grant) 

2™ phase 
of the 

renovation 

s 

2nd phase 
of the 

renovation 

s 

2nd phase 
of the 

renovations 

completed. 

Office 

partitioning, 

painting and 

installation 

of electricity 

3rd phase 
of the 

renovations 

3rd phase 
of the 

renovations 

3rd phase of 
the 

renovations 

completed 

i.e. 

installation 

of water 
pipes and 
final touches 

N/A 

Procurement 
of ICT 

infrastructure 

(Conditional 

Grant) 

N/A 

N/A 

None 

Procuremen 

t of basic 

ICT 

infrastructur 

e 

Procuremen 

t of basic 

ICT 

infrastructur 

e 

15 

computers, 

5 x 4 in 1 
printer, 1 x 
projector 
and 1 x drop 
down screen 

Procurement 
of furniture 

and basic two 
(2) way radio 
communicatio 
n system 

Awareness 

campaigns 

4 x 

awareness 

campaigns 

To conduct 
four (4) 

awareness 

campaigns 

Only two (2) 

awareness 

campaigns 

were 

conducted in 
Tswaing and 
Ramotshere 

Moiloa Local 
Municipalise 

s 

To conduct 
four (4) 

awareness 

campaigns 

To conduct 
four (4) 

awareness 

campaigns 

Only three 
(3) 

awareness 

campaigns 

were 

conducted in 

Ratlou, 

Ramothsere 

Moiloa and 
Tswaing 

Local 

Municipalitie 

s 

4 x awareness 
campaigns 

Response 
and Relief 

material 

200 

Household 

s 

200 

Household 

s 

Responded 
to more than 

200 

Households 

100 

Households 

100 

Households 

The DM 

Centre was 

unable to 
responds 
even to a 

hundred 

(100) 

household 

target 

150 

Households 

T 3.22.2 
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Employees: Disaster Management, Animal Licencing and Control, Control of Public Nuisances, Etc 

Job 

Level 

2014/2015 

2015/2016 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies 

(fulltime 

equivalents) 

No. 

Vacancies (as a % 
of total posts) 

% 

0-3 

3 

2 

2 

0 

7% 

4-6 

12 

20 

14 

6 

52% 

7-9 

0 

0 

0 

0 

0% 

10 - 12 

0 

0 

0 

0 

0% 

13 - 15 

0 

0 

0 

0 

0% 

16 - 18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

15 

22 

16 

6 

59% 

T 3.22.4 


Financial Performance Year 2015/2016: Disaster Management, Animal Licencing and Control, Control of Public 

Nuisances, Etc 

R'000 

Details 

2014/2015 

2015/2016 

Actual 

Original Budget 

Adjustme 

nt 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

R 8 505,863.00 

R 8 873,913.00 

N/A 

TBC 

None 

Expenditure: 

TBC 

TBC 

N/A 

TBC 

None 

Disaster Management Conditional 

Grant 

R 300,000.00 

R 625,000.00 

N/A 

None 

None 

Total Operational Expenditure 

TBC 

TBC 

TBC 

TBC 

None 

Net Operational Expenditure 

TBC 

TBC 

TBC 

TBC 

None 


T 3.22.5 


Capital Expenditure 2014/2015: Disaster Management, Animal Licencing and Control, Control of Public Nuisances, 

Etc 

R' 000 

Capital Projects 

2014/2015 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budget 

Total Project 
Value 

Total All 








Disaster Management Centre 
established 

R 450,000.00 

N/A 

TBC 

None 

R 450,000.00 

Disaster Management awareness 
campaigns 

R 300,000.00 

N/A 

R 120,060.00 

None 

R 300,000.00 

T 3.22.6 
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COMMENT ON THE PERFORMANCE OF DISASTER MANAGEMENT, ANIMAL LICENCING 
AND CONTROL OF PUBLIC NUISANCES, ETC OVERALL: 

The Ngaka Modiri Molema Disaster Management Services will continue promoting an integrated 
and coordinated manner of approach to Disaster Risk Reduction, Planning, Response and 
Recovery across the entire District. It shall also strive until all the Disaster Management structures 
which includes Local Disaster Management Consultative Forum, District Disaster Management 
Advisory Forum and Interdepartmental Committees are well reformed and functional as expected 
and highly emphasized in the Disaster Management Amendment Act (Act No. 16 of 2015), and the 
Disaster Management Framework of 2005. 

According to the Disaster Management Amendment Act (Act No. 16 of 2015), Disaster 
Management Centre’s have sole responsibilities of coordinating and facilitating efforts of the Sector 
Departments or Municipalities. However, planning and implementation of measures aimed at 
preventing or reducing the risk of disasters sits or rests with organs of states, private sectors and 
NGO’s. Currently the Disaster Management Centres have no choice but to directly involve itself in 
response and recovery actions because some stakeholders do not take Disaster Management 
seriously e.g. Department of Human Settlements does not bring its sight on meeting of the District 
Advisory Forum. Furthermore, there are no sufficient budgets made available for Disaster 
Management projects and other related programmes. 

The District Municipality even though it is compelled by the law to be the custodians of the Disaster 
Management Framework only, it is also required to address issues of response and relief to the 
entire District. Most of the Local Municipalities under its jurisdiction, excluding Mafikeng Local 
Municipality relies on the District in everything. Now until each Municipality or Municipal entity 
understands its roles and responsibilities with regard to Disaster Management, the District 
Municipality shall continue to carry the burden in terms of planning and implementation of Disaster 
Management measures across the District. 

T 3.22.7 


3.24 EXECUTIVE AND COUNCIL 

This component includes: Executive office (mayor; councilors; and municipal manager). 


INTRODUCTION TO EXECUTIVE AND COUNCIL 


The Three priorities of the Ngaka Modiri Molema District Municipality are: 

Provision of Water and Sanitation 
Improve Roads and Infrastructure 
Local Economic Development and Job Creation 
Environmental Health Management 

The Ngaka Modiri Molema District Municipality is still under Section 139 (1) (b). However the 
financial status has not yet improved for the year under review. 

T 3.24.1 
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3.25 FINANCIAL SERVICES 


INTRODUCTION FINANCIAL SERVICES 

The municipality has applied the findings of the Auditor-General to craft its improvement plan. 
Focus was placed on the following areas; asset management, cash and cash equivalents, 
commitments, value added tax, property plant and equipment and expenditure management. Plans 
were put in place to ensure mitigation of risks associated with these areas, continues review of the 
action plan and the steering committee. The municipality is also focussing on the take-on balances 
in the Pastel financial system. 

T 3.25.1 


Debt Recovery 

R' 000 

Details of the 
types of account 
raised and 

recovered 

2014/2015 

2015/2016 

2016/2017 

Actual 

for 

accounts 
billed in 

year 

Proportion 

of 

accounts 

value 

billed that 

were 

collected 
in the year 

% 

Billed in 

Year 

Actual for 

accounts 

billed in 

year 

Proportion 

of 

accounts 

value 

billed that 

were 

collected 

% 

Estimated 

outturn for 

accounts 

billed in 

year 

Estimated 

Proportion 

of 

accounts 

billed that 

were 

collected 

% 

Property Rates 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

Electricity - B 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

Electricity - C 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

Water - B 








Water - C 








Sanitation 

958 

100% 

0 

842 

1 00% 

958 

100% 

Refuse 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

Other 

227 

100% 

0 

258 

1 00% 

227 

100% 

B- Basic; C= Consumption. See chapter 6 for the Auditor General's rating of the quality of the financial 

Accounts and the systems behind them. 

T 3.25.2 
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Human Resource Services Policy Objectives Taken From IDP 

Service 

Objectives 

Outline 

2014/2015 

2015/2016 

2016/201 

7 

2018/2019 


Service 

Target 

Actual 

Target 

Actual 

Target 

Service 

Targets 

*Previou 


’Previou 

’Current 


’Current 

’Current 

’Followi 

Indicators 


s Year 


s Year 

Year 


Year 

Year 

ng Year 

(i) 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

(vii) 

(viii) 

(ix) 

(x) 

Service Objective xxx 


Submissi 









Employme 
nt Equity in 

on of the 
Equity 
Report to 
the 

Departme 

Report 

Report 

Report 

Report 

Report 




the 

Submitte 

Submitte 

Submitte 

Submitte 

Submitte 




Municipalit 

d 

d 

d 

d 

d 




y 

nt of 

Labour 









WSP 
Submitted 
to LGSETA 

WSP 

WSP 

WSP 

WSP 

WSP 

WSP 

WSP 

WSP 

WSP 

Submitte 

Submitte 

Submitte 

Submitte 

Submitte 

Submitte 

Submitte 

Submitte 

Submitte 

d to 

d to 

d to 

d to 

d to 

d to 

d to 

d to 

d to 

LGSETA 

LGSETA 

LGSETA 

LGSETA 

LGSETA 

LGSETA 

LGSETA 

LGSETA 

LGSETA 











T 3.25.3 


Employees: Financial Services 


Year-1 

YearO 

Job Level 

Employees 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a % of 
total posts) 


No. 

No. 

No. 

No. 

% 

0-3 

1 

1 

1 

0 

0% 

4-6 

3 

3 

3 

0 

0% 

7-9 

6 

8 

6 

2 

25% 

10-12 

7 

15 

7 

8 

53% 

13-15 

9 

15 

9 

6 

40% 

16-18 

11 

21 

11 

10 

48% 

19-20 

18 

30 

18 

12 

40% 

Total 

55 

93 

55 

38 

41% 

Totals should equate to those included in the Chapter 4 total employee schedule. Employees and Posts numbers are as at 30 June. * Posts must be 
established and funded in the approved budget or adjustments budget. Full-time equivalents are calculated by taking the total number of working days 
lost (excluding weekends and public holidays) while a post remains vacant and adding together all such days lost by all posts within the same set(e.g. 

‘senior management) then dividing that total by 250 to give the number of posts equivalent to the accumulated days. T 3.25.4 
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Financial Performance 2015/2016 Financial Services 

R'000 

Details 

2014/2015 

2015/2016 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 


519626155 

519137480 

519137480 


Expenditure: 






Employees 

138867 

276643397 

276643397 

286720377 

0.035145671 

Repairs and Maintenance 

0 

11300000 

38391873 

50922683 

0.77809496 

Other 

81137218 

175923136 

188220654 

211171538 

0.166918337 

Total Operational Expenditure 

81276085 

463866533 

503255924 

548814598 

0.154784631 

Net Operational Expenditure 

162552170 

55759622 

15881556 

-29677118 

2.878875907 


T 3.25.5 


Capital Expenditure 2015/2016: Financial Services 

R' 000 

Capital Projects 

2015/2016 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 
from original 
budget 

Total Project 
Value 

Total All 





^ 







Total New Assets 






Infrastructure - Road transport 

5091000 

2316000 




Infrastructure - Water 

55523000 

74923601 




Infrastructure - Sanitation 

82667552 

63266951 




Other assets 

2450000 

781541 




Total New Assets 

145731552 

141288093 










Total Renewal of Existina 

Assets 






Infrastructure - Water 

68432000 

68432000 




Infrastructure - Sanitation 

67600000 

67600000 




Other assets 

1000000 

174975 




Total New Assets 

137032000 

136206975 





T 3.25.6 


COMMENT ON THE PERFORMANCE OF FINANCIAL SERVICES OVERALL: 

The main objectives of the four major projects implemented in the current reporting year were to 
address backlogs in the area of water and sanitation. Two of these four projects were completed in 
the current financial year. Due to an increase in demand for basic services, the municipality is 
currently faced with a cash flow challenges which may result in the municipality not being able to 
complete these projects within their expected construction duration period. 

T 3.25.7 
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3.26 HUMAN RESOURCE SERVICES 


INTRODUCTION TO HUMAN RESOURCE SERVICES 

It is the responsibility of every employer to ensure that the institution has the right number of the 
Employees with the right skills at the right positions for attaining the dream of the institution. 
Human Resources Services provided in the institution like Recruitment and Selection, Training and 
Development, Employment Equity and Benefit Administration, Labour Relations, Employees 
Assistant programmes and Occupational Health and Safety are intended to ensure that Employees 
work in a healthy and conducive work Environment and are also in a right state of mind to perform. 

The challenges experienced by the institution the previous year on appointment of people outside 
the structure and some without the matric was not address as anticipated. The Organization 
structure was not reviewed in time as anticipated. Attempt to capacited officials to improve service 
delivery was frustrated by financial constraints and failure to meet the prerequisite by the 
designated officials. 

T 3.26.1 


SERVICE STATISTICS FOR HUMAN RESOURCE SERVICES 

Human Resources is servicing Seven hundred and seventy six (776) employees who are 
permanent and four hundred and eighteen (418) EPWP and pump operators. 

T 3.26.2 


Human Resource Services Policy Objectives Taken From IDP 

Service 

Objectives 

Outline Service 
Targets 

2014/2015 

2015/2016 

2016/2017 



Target 

Actual 

Target 

Actual 

Target 

JSmvice 

^Vindicators 

(i) 

(ii) 

‘Previous 

Year 

(Mi) 

(iv) 

‘Previous 

Year 

(v) 

‘Current 

Year 

(Vi) 

(vii) 

‘Current 

Year 

(viii) 

Service Objective xxx 

Employment 
Equity in the 
Municipality 

Submission of 
the Equity 

Report to the 
Department of 
Labour 

Report 

Submitted 

Report 

Submitted 

Report 

Submitted 

Report 

Submitted 

Report 

Submitted 


WSP 

Submitted to 
LGSETA 

WSP Submitted 
to LGSETA 

WSP 

Submitted 

to 

LGSETA 

WSP 

Submitted 

to 

LGSETA 

WSP 

Submitted 

to 

LGSETA 

WSP 

Submitted 

to 

LGSETA 

WSP 

Submitted 

to 

LGSETA 

WSP 

Submitted 

to 

LGSETA 

T 3.26.3 
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Employees: Human Resource Services 

Job Level 

2014/2015 

2015/2016 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a 
% of total posts) 

% 

0 - 3 

5 

0 

5 

0 

0% 

4 - 6 

0 

0 

0 

0 

0% 

7-9 

9 

15 

9 

4 

37% 

10 - 12 

0 

0 

0 

0 

0% 

13 - 15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

14 

15 

14 

4 

37% 

T 3.26.4 


Financial Performance Year 2015/2016: Human Resource Services 

R'000 

Details 

2014/2015 

2015/2016 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance 
to Budget 

Total Operational Revenue 






Expenditure: 






Employees 

32,579,990.00 

0 

0 

0 

0% 

Repairs and Maintenance 

2,850,411.00 

0 

0 

0 

0% 

Other 

27,915,829.00 

0 

0 

0 

0% 

Total Operational Expenditure 

63,274,263.00 

0 

0 

0 

0% 

Net Operational Expenditure 






No budget was made for any appointments T 3 26 5 


COMMENT ON THE PERFORMANCE OF HUMAN RESOURCE SERVICES OVERALL: 

Human Resources did not have capital projects on the IDP for the year under review. 

T 3.26.7 
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3.27 INFORMATION AND COMMUNICATION TECHNOLOGY (ICT) SERVICES 

This component includes: Information and Communication Technology (ICT) services. 

INTRODUCTION TO INFORMATION AND COMMUNICATION TECHNOLOGY (ICT) SERVICES 

ICT SERVICES VALUE CHAIN 

MISSION 

To provide ICT services in support of business needs within NMMDM 

STRATEGIC GOALS AND OBJECTIVES 

TO PROVIDE ICT OPERATIONS SUPPORT 

•ICT supply chain management (hardware, software) 

•User support (help desk, training, installations, information management support, mobile systems) 
•ICT maintenance 

TO PROVIDE ICT NETWORK SUPPORT 

•Network infrastructure (voice, data) 

•Network infrastructure maintenance 

TO PROVIDE ICT SYSTEMS SECURITY AND DATABASE ADMINISTRATION 

•Database management support (e.g. SQL’s, database monitoring) 

•ICT systems servers maintenance (e.g. web site server, share point server, email server, etc.) 

•ICT security support (e.g. access, risk monitoring, risk mitigation, etc.) 

SITA was approved to develop Master Systems Plan and Disaster Recovery Plan but delayed 
because of financial constraints and signing of proposal documents. Regional Offices outside 
Mahikeng are only connected for Internet and Email, must be connected for data. Could not 
procure ICT Equipment because of financial constraints. 

CURRENT STATUS 

ICT Master Systems and Disaster Recovery Plan not in place. Procurement of ICT equipment 
cannot be done to financial constraints. Shortage of ICT staff- two staff members gone, one 
resigned another deceased. No ICT Training done due to financial constraints. All Regional Office 
outside Mahikeng are still no connected for data, only email and internet. 

T 3.27.1 


SERVICE STATISTICS FOR ICT SERVICES 
SERVICES PROVIDED 

1. Operations Support 

2. Network Support 

3. Security and Database Administration 

T 3.27.2 


72 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 



ICT Services Policy Objectives Taken From IDP 

Service 

Objectives 

Outline 

Service 

Targets 

2013/2014 

2014/2015 

2015/2016 


Target 

Actual 

Target 

Actual 

Target 

Servjee 

^Indicators 

‘Previous 

Year 

‘Current 

Year 


‘Previous 

Year 

‘Current 

Year 


‘Current 

Year 

(i) 

(ii) 

(iii) 

(iv) 

(v) 

(Vi) 

(vii) 

(viii) 

(ix) 

Service Objective xxx 

ICT Master 
Systems 

Plan 

Development 
of ICT 

Master 

Systems 

Plan 

Develop 
new ICT 

Master 

Systems 

Plan 

Develop 
new ICT 

Master 

Systems 

Plan 

Process 

at 

evaluation 

process 

Develop 

ICT 

Master 

Systems 

Plan 

Develop 

ICT 

Master 

Plan 

ICT 

Master 

Plan not 
developed 

Develop 

ICT Master 
Plan 

Municipal 

ICT 

Governance 

Policy 

Framework 

Approval of 
Municipal 

ICT 

Governance 

Policy 

Framework 







Approval of 
Municipal 

ICT 

Governance 

Policy 

Framework 

T 3.27.3 


Employees: ICT Services 


2014/2015 

2015/2016 

Job Level 

Employees 


Posts 

Employees 

Vacancies 

(fulltime 

equivalents) 

Vacancies (as a % 
of total posts) 


No. 


No. 

No. 

No. 

% 

0-3 

6 


6 



4-6 

0 


0 



7-9 

0 


0 



10 - 12 

3 


3 



13 - 15 

0 


0 



16 - 18 

0 


0 



19-20 

0 


0 



Total 

9 


9 



T3.27.4 


Financial Performance Year 0: ICT Services 

R'000 

Details 

2013/2014 

2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

0 





Expenditure: 






Employees 

0 

0 




Repairs and Maintenance 

611260 

500000 




Other (Telephones) 

6049220 

3000000 

800000 



Total Operational Expenditure 

3800000 

3600000 




Net Operational Expenditure 

3800000 

3600000 




T 3.27.5 


73 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 



Capital Expenditure 2015/2016: ICT Services 

R' 000 

Capital Projects 

2015/2016 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 

original 

budget 

Total 

Project 

Value 







Computer Equipment 

400000 


400000 



Computer Software 

600000 


350000 



Computer Repairs and 

Maintenance 

500000 


200000 



T 3.27.6 


COMMENT ON THE PERFORMANCE OF ICT SERVICES OVERALL: 

ICT UNIT PERFORMANCE REVIEW FOR FINANCIAL YEAR 2015/2016 

As ICT Unit under Business Process Support Department our Corporative Objective is to ‘Improve 
Technology Efficiency”. For the year under review we had three (3) Key Performance Indicators 
namely: 

•Develop ICT Master Plan 

•Reports on Telephony Management 

•Support provided on the Maintenance of ICT Services 

Two performance key indicators were achieved from the three for the year under review. 

Development of ICT Master Plan 

This indicator has been carried over from the past two financial years. The service provider was 
never appointed even though the tender was advertised. The budget provided was R500 000.00 
This financial year the key indicator was not achieved again as appointment was done to SITA but 
when final documentation needed to be approved, municipality was placed under administration. 
The indicator has been carried to 2015/16 financial year. SITA has been appointed to implement. 

Reports on Telephone Management 

Monthly reports on telephone management was produced and thus this key indicator was 
achieved. The report indicated the expenditure on Landlines and Mobile telephony. The initial 
budget was R3m but had to be adjusted by R800 000.00 to make R3.8m. Total expenditure 
including mobile cellphone and data was R6.3m. 

Support provided on the Maintenance of ICT Services 

Support given includes desktop support, application support and fixing of ICT equipment to users 
specifically. Last financial year there were 300 hundred supports given and the financial year under 
review, 1051 requests were attended to. This key indicator was over achieved as the target set 
was 400 and 600 more was performed. The budget was R400 000.00 but had to be reduced to 
R210 000. A total of R204 000 was spent on this key indicator. No major projects were done 
except Regional Offices connection. Capital budget provided for ICT was ICT Equipment and ICT 
Softwares. The budget provided was R500 000 for both and was not spent on the items intended. 
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IMPROVEMENT PLANS 

Develop and Approve ICT Master Systems Plan 2015/16 

To get funding from different sources we need a master plan clearly aligned to objectives of the 
municipality. It will assist in addressing most of the queries raised by AG for the past three financial 
years. It will assist in developing and reviewing of all ICT policies and procedures. 

Implement Broadband Infrastructure for the district 2015-19 

Improve connectivity to all our Regional offices. Same Broadband Infrastructure can assist MHSS 
in acquiring two way radios for Fire and Disaster Management. Same Infrastructure can be used 
for Wi-Fi spots within the district, e.g. precinct around Traditional leaders’ compound. District and 
Local municipalities can use same Infrastructure for revenue enhancements purposes. 

Improve Records Management system 2015/16 onwards 

Strong leadership needed to resuscitate Collaborator system the service provider needs to be 
consulted to resuscitate Collaborator as it is already installed in our server. Improvement in Auditor 
General’s report. 

Improve ICT maintenance and support 

Organogram to be approved to address staff challenges, Addresses ICT support and maintenance 
at Regional Offices, Roll-out Help Desk System and Collaborator system to all employees and Go 
green on Pastel Evolution and VIP Payroll system. 

T3.27.7 
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CHAPTER 4 - ORGANISATIONAL DEVELOPMENT PERFORMANCE 
(PERFORMANCE REPORT PART II) 


INTRODUCTION 

Organisational development is the planned and systematic enabling of sustained performance in 
an organisation through the involvement of its people. In this regard the unit is tasked with the 
following functions: facilitation of organisational design and job evaluation, employee well, 
occupational health and safety and change management. 

T 4.0.1 


COMPONENT A: INTRODUCTION TO THE MUNICIPAL PERSONNEL 


4.1 EMPLOYEE TOTALS, TURNOVER AND VACANCIES 


Employees 


2014/2015 

2015/2016 

Description 

Employees 

Approved 

Posts 

Employees 

Vacancies 

Vacancies 


No. 

No. 

No. 

No. 

% 

Water and Sanitation / 

Infrastructure 

172 

112 

61 

56 

50.00% 

Finance 

28 

63 

30 

28 

44.44% 

Project Management Unit 

7 

11 

7 

4 

36.36% 

Growth Economic and 

Development 

28 

38 

24 

17 

44.74% 

Internal Audit (Shared Services) 

12 

13 

13 

0 

0.00% 

Municipal Health and Safety 

275 

155 

260 

64 

41 .29% 

Business Process Support 

33 

29 

20 

10 

34.48% 

Corporate Resource Support 
Services 

127 

175 

101 

31 

17.71% 

Political 

29 

27 

25 

3 

11.11% 

Totals 

711 

623 

541 

213 

34.19% 

r 4 . 1.1 
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Vacancy Rate: 2015/2016 

Designations 

‘Total Approved 
Posts 

No. 

‘Vacancies 
(Total time that 
vacancies exist 
using fulltime 

equivalents) 

No. 

‘Vacancies 
(as a proportion 
of total posts in 
each category) 

% 

Municipal Manager 

1 

2 

2.00% 

CFO 

1 

2 

2.00% 

Other S57 Managers (excluding Finance Posts) 

8 

2 

0.25% 

Other S57 Managers (Finance posts) 

0 

0 

0.00% 

Police officers 

0 

0 

0.00% 

Fire fighters 

67 

4 

0.06% 

Senior management: Levels 13-15 (excluding 

Finance Posts) 

0 

0 

0.00% 

Senior management: Levels 13-15 (Finance posts) 

0 

0 

0.00% 

FHighly skilled supervision: levels 9-12 (excluding 
Finance posts) 

0 

0 

0.00% 

FHighly skilled supervision: levels 9-12 (Finance 
posts) 

0 

0 

0.00% 

Total 

77 

10 

0.13% 

T 4.1.2 


Vacancy Rate 



■ ‘Total Approved 
Posts 
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Turn-over Rate 


Total Appointments as of 

Terminations during the 



beginning of Financial Year 

Financial Year 


Details 



Turn-over Rate* 


No. 

No. 


2013/2014 

88 

24 

27% 

2014/2015 

618 

36 

58% 

2015/2016 

3 

25 

8% 

T 4.1.3 


COMMENT ON VACANCIES AND TURNOVER: 

The critical positions of Municipal Manager, Chief Financial Officer, Corporate Services and 
Growth Development have been vacant for the entire financial year. Because of financial 
constraints that even compel the council to put a moratorium on appointments no attempts were 
made to fill the said positions. The Municipality has developed the attraction and retention policy 
that is currently at a draft stage awaiting council’s approval. 

T 4.1.4 
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COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE 


INTRODUCTION TO MUNICIPAL WORKFORCE MANAGEMENT 

Previously the Municipality had a policy that was not in line with collective agreement or with 
practices in the Institution. These policies were package in the policy manual. The policies have 
been reviewed in line with the new regulations and recommendations of Auditor General and are 
awaiting council’s approval. 

T 4.2.0 
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4.2 POLICIES 


HR Policies and Plans 


Name of Policy 

Completed 

Reviewed 

Date adopted by council or 
comment on failure to adopt 



% 

% 


1 

Affirmative Action 




2 

Attraction and Retention 



Still a draft 

3 

Code of Conduct for employees 




4 

Delegations, Authorisation & Responsibility 




5 

Disciplinary Code and Procedures 




6 

Essential Services 




7 

Employee Assistance / Wellness 




8 

Employment Equity 



Reviewed and awaiting Council 
approval 

9 

Exit Management 




10 

Grievance Procedures 




11 

HIV/Aids 




12 

Human Resource and Development 




13 

Information Technology 




14 

Job Evaluation 




15 

Leave 



Reviewed and awaiting Council 
approval 

16 

Occupational Health and Safety 




17 

Official Housing 




18 

Official Journeys 




19 

Official transport to attend Funerals 




20 

Official Working Hours and Overtime 




21 

Organisational Rights 




22 

Payroll Deductions 




23 

Performance Management and 

Development 




24 

Recruitment, Selection and 

Appointments 



Reviewed and awaiting Council 
approval 

25 

Remuneration Scales and Allowances 




26 

Resettlement 




27 

Sexual Harassment 




28 

Skills Development 



Reviewed and awaiting Council 
approval 

29 

Smoking 




30 

Special Skills 




31 

Work Organisation 




32 

Uniforms and Protective Clothing 




33 

Other: 



Induction Policy (draft) Acting 
Policy (draft) 

T 4.2.1 
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COMMENT ON WORKFORCE POLICY DEVELOPMENT: 

The policy on attraction and retention and the induction policies were developed and they are 
awaiting Council approval. 

T 4.2.1. 1 


4.3 INJURIES, SICKNESS AND SUSPENSIONS 


Number and Cost of Injuries on Duty 

Type of injury 

Injury 

Leave 

Taken 

Employees 
using injury 
leave 

Proportion 
employees 
using injury 
leave 

Average 
Injury Leave 
per employee 

Total 

Estimated 

Cost 


Days 

No. 

% 

Days 

R'000 

Required basic medical attention 
only 

41 

6 

15% 

6.833 

R 58,256.78 

Temporary total disablement 

79 

3 

4% 

26.333 

R 35,442.18 

Permanent disablement 

0 

0 




Fatal 

0 

0 




Total 

120 

9 

8% 

13.333 

R 93,698.96 

T 4.3.1 


Number of days and Cost of Sick Leave (excluding injuries on duty) 


Salary band 

Total sick 

leave 

Proportion of 
sick leave 

without 

medical 

certification 

Employees 
using sick 
leave 

Total 

employees 
in post* 

•Average 
sick leave 

per 

Employees 

Estimated 

cost 


Days 

% 

No. 

No. 

Days 

R' 000 

MM and S57 

4 

1% 

1 

2 

0.50 


Senior management 
(Levels 0-1) 

254 

20% 

21 

34 

0.59 


Highly skilled 

Supervision (levels 2-4 ) 

469 

50% 

41 

76 

0.66 


Highly skilled Production 
(levels 5-7) 

1428 

182% 

151 

207 

0.88 


Skilled (Levels 8-10) 

632 

57% 

93 

128 

0.45 


Lower Skilled (11-14) 

1684 

79% 

156 

297 

0.27 


Total 

4471 

389% 

463 

744 

3.35 



T 4.3.2 
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Average Number of Days Sick Leave (excluding IOD) 


1.00 



MMandS57 Senior Highly skilled Highly skilled Skilled Lower Skilled 
management Supervision Production (Levels 8-10) (11-14) 

(Levels 0-1) (levels 2-4) (levels 5-7) 


T 4.3.3 


COMMENT ON INJURY AND SICK LEAVE: 

Currently the Municipality does not have a contracted Doctor to deal with injury on duty cases; 
however employees were referred to the nearby private hospitals using WCL2 Forms prescribed 
by the Department of Labour. Employees concerned and their supervisors were given advice 
based on the report compiled after conducting investigation, on how to minimise or eliminate 
reoccurrence of injuries. All OHS related records are kept for a specific year and reported to 
Compensation Commissioner. 

T 4.3.4 


Number and Period of Suspensions 

Position 

Nature of Alleged 
Misconduct 

Date of 
Suspension 

Details of Disciplinary Action 
taken or Status of Case and 
Reasons why not Finalised 

Date 

Finalised 


No suspensions were made in 2015/2016. Two (2) suspensions were carried over from the previous FY, 
However the two (2) matters are finalised and we are awaiting the ruling. 

T 4.3.5 



Disciplinary Action Taken on Cases of Financial Misconduct 


Position 

Nature of Alleged Misconduct 
and Rand value of any loss to 
the municipality 

Disciplinary action taken 

Date 

Finalised 

No disciplinary actions taken on cases of Financial Misconduct for the year under review 

T 4.3.6 
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COMMENT ON SUSPENSIONS AND CASES OF FINANCIAL MISCONDUCT: 

No suspensions were made in 2015/2016 and no disciplinary actions taken on cases of financial 
misconduct. 

T 4.3.7 


4.4 PERFORMANCE REWARDS 


Performance Rewards By Gender 

Designations 

Beneficiary profile 

Gender 

Total number 
of employees 
in group 

Number of 

beneficiaries 

Expenditure on 
rewards Year 1 

R' 000 

Proportion of 
beneficiaries 
within group 

% 

Lower skilled (Levels 1-2) 

Female 

NIL 

NIL 

NIL 

0% 

Male 

NIL 

NIL 

NIL 

0% 

Skilled (Levels 3-5) 

Female 

NIL 

NIL 

NIL 

0% 

Male 

NIL 

NIL 

NIL 

0% 

Highly skilled production (levels 
6-8) 

Female 

NIL 

NIL 

NIL 

0% 

Male 

NIL 

NIL 

NIL 

0% 

Highly skilled supervision 
(levels 9-12) 

Female 

NIL 

NIL 

NIL 

0% 

Male 

NIL 

NIL 

NIL 

0% 

Senior management (Levels 
13-15) 

Female 

NIL 

NIL 

NIL 

0% 

Male 

NIL 

NIL 

NIL 

0% 

MM and S57 

Female 

NIL 

NIL 

NIL 

0% 

Male 

NIL 

NIL 

NIL 

0% 

Total 





Has the statutory municipal calculator been used as part of the evaluation process? 

No 

No performance was rewarded for the year under review 

T 4.4.1 


COMMENT ON PERFORMANCE REWARDS: 

The Municipality has not rewarded its Section 57 Managers with performance bonuses since 2011/2012 
financial year to date and due to the financial status of the district; rewards for Senior Managers have not 
been budget for. However Section 57 Managers signed performance agreements for 2015/2016 with the 
Acting Municipal Manager. 

T 4.4.1. 1 
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COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE 


INTRODUCTION TO WORKFORCE CAPACITY DEVELOPMENT 

The Workplace skills plan was developed and submitted to LGSETA .The municipality has a serious 
challenge of capacity especially in core functions Department. However due to financial constraints in 
municipality the budget provision for training was not catered for. As a result no training was provided for the 
financial year. There is a dire need to train personnel in Firefighting, Disaster and Water Services. 

T 4.5.0 
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4.5 SKILLS DEVELOPMENT AND TRAINING 


Skills Matrix 

Management 

level 

Gender 

Employees 
in post as at 
30 June 
2015/2016 

Number of skilled employees required and actual as at 30 June 2015/2016 

Learnerships 

Skills programmes & other 
short courses 

Other forms of training 

Total 

No. 

Actual: 
End of 

14/15 

Actual: 
End of 

15/16 

15/16 

Target 

Actual: 
End of 

14/15 

Actual: 
End of 

15/16 

15/16 

Target 

Actual: 
End of 

14/15 

Actual: 
End of 

15/16 

15/16 

Target 

Actual: 
End of 

14/15 

Actual: 
End of 

15/16 

15/16 

Target 

MM and s57 

Female 

1 













Male 

2 













Councillors, 
senior officials 
and managers 

Female 






9 








Male 






6 








Technicians 

and associate 
professionals* 

Female 














Male 





1 









Professionals 

Female 





1 









Male 





1 









Sub total 

Female 














Male 














Total 


3 

0 

0 

0 

3 

15 

0 

0 

0 

0 

0 

0 

0 

T 4.5.1 
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Financial Competency Development: Progress Report* 

Description 

A. 

Total 

number of 
officials 
employed 
by 

municipality 
(Regulation 
14(4)(a) 
and (c)) 

B. 

Total 

number of 
officials 
employed 
by 

municipal 
entities 
(Regulation 
14(4) (a) 
and (c) 

Consolidated: 

Total of A 
and B 

Consolidated: 
Competency 
assessments 
completed for 

A and B 
(Regulation 
14(4)(b) and 
(d)) 

Consolidated: 

Total number 
of officials 

whose 
performance 
agreements 
comply with 
Regulation 

16 

(Regulation 

14(4)(f)) 

Consolidated: 

Total number 
of officials 

that meet 
prescribed 
competency 
levels 

(Regulation 

14(4)(e)) 

Financial 

Officials 







Accounting 

officer 

1 

0 

1 

0 

1 


Chief 

financial 

officer 

1 

0 

1 

0 

1 


Senior 

managers 

2 

0 

2 

0 

2 


Any other 
financial 

officials 

36 

0 

36 

0 

36 


Supply 

Chain 

Management 

Officials 

6 

0 

6 

0 

6 


Heads of 
supply chain 
management 
units 

1 

0 

1 

0 

1 


Supply chain 
management 
senior 

managers 

0 

0 

0 

0 

0 


TOTAL 

47 

0 

47 

0 

47 



T 4.5.2 
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Skills Development Expenditure 

R'000 

Managemen 
t level 

Gender 

Employ 

ees as 

at the 
beginni 
ng of 
the 

financia 

1 year 

Original Budget and Actual Expenditure on skills development Year 1 

Learnerships 

Skills 

programmes & 
other short 

courses 

Other forms of 
training 

Total 

No. 

Origin 

al 

Budge 

t 

Actu 

al 

Origin 

al 

Budget 

Actu 

al 

Origin 

al 

Budge 

t 

Actu 

al 

Origin 

al 

Budge 

t 

Actual 

MM and S57 

Female 










Male 










Legislators, 

senior 

officials and 
managers 

Female 

9 









Male 

6 









Professional 

s 

Female 










Male 










Technicians 

and 

associate 

professionals 

Female 










Male 










Clerks 

Female 










Male 










Service and 

sales 

workers 

Female 










Male 










Plant and 
machine 
operators 
and 

assemblers 

Female 










Male 










Elementary 

occupations 

Female 










Male 










Sub total 

Female 

9 









Male 

6 









Total 


15 

0 

0 

0 

0 

0 

0 

0 



%* 

*R 

Training is not budgeted for 2015/2016. Training provided for 15 employees was funded by 

LGSETA T4.5.3 


COMMENT ON SKILLS DEVELOPMENT AND RELATED EXPENDITURE AND ON THE 
FINANCIAL COMPETENCY REGULATIONS: 

The training plan (workplace skills plan) was developed and submitted to LG SETA. However the 
plan was not implemented since budget provision was not made for Skills development purpose 
because of financial constraints. The mandatory grants that was secured from LG SETA after the 
submission of Work place skills plan was used for other purpose other than for training . 
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The Municipality does not comply with the requirements of Competencies on the appointed 
Municipal Managers, Chief Financial Officer and the two substantive Senior Managers currently in 
the system. These include the designated officials in Supply Chain and Budget and Treasury unit. 
The Municipality in conjunction with LGSETA, National Treasure and University of Pretoria have 
currently register Eight of the designated Finance officials who are in the system .The training on 
the required unit standard is underway. 

T 4.5.4 
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COMPONENT D: MANAGING THE WORKFORCE EXPENDITURE 


INTRODUCTION TO WORKFORCE EXPENDITURE 

The Municipality has a high number of workforce for the District functioning. The number of 
workforce put a strain on the wage salary bill adding more to financial constraints the Municipality 
is facing. The salary wage bill far exceeds the salary threshold prescribed by National Treasury. 
The Council took a stand and place a moratorium on new appointment .Positions vacated have 
never been filled with attempt to contain costs. 

T 4.6.0 


Number Of Employees Whose Salaries Were Increased Due To Their Positions Being Upgraded 

Beneficiaries 

Gender 

Total 

Lower skilled (Levels 1-2) 

Female 

0 

Male 

0 

Skilled (Levels 3-5) 

Female 

0 

Male 

0 

Highly skilled production 
(Levels 6-8) 

Female 

0 

Male 

0 

Highly skilled supervision (Levels9-12) 

Female 

0 

Male 

0 

Senior management (Levels13-16) 

Female 

0 

Male 

0 

MM and S 57 

Female 

0 

Male 

0 

Total 

0 

There were no salary increases for the year under review j 4 q £ 


Employees Whose Salary Levels Exceed The Grade Determined By Job Evaluation 

Occupation 

Number of 
employees 

Job evaluation 
level 

Remuneration 

level 

Reason for deviation 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

Non 

None for the year under review 

T 4.6.3 
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Employees appointed to posts not approved 

Department 

Level 

Date of 
appointment 

No. 

appointed 

Reason for 
appointment when no 
established post exist 

None for the year under review 




T 4.6.4 


COMMENT ON UPGRADED POSTS AND THOSE THAT ARE AT VARIANCE WITH NORMAL 

PRACTICE: 

The two managers’ salaries that varied with normal practice were corrected in the year under 
review. No appointments were made that is variant. 

T 4.6.5 


DISCLOSURES OF FINANCIAL INTERESTS 

The advisory support unit made submission of all disclosure forms of all employees who have 
submitted their disclosures for consideration for 201 5/201 6 Financial Year. 

T 4.6.6 
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CHAPTER 5 - FINANCIAL PERFORMANCE 


INTRODUCTION 

Chapter 5 contains information regarding financial performance and highlights specific 
accomplishments. The chapter comprises of three components, namely: 

• Component A: Statement of Financial Performance 

The municipality’s statement of financial position will always sit on a deficit due to the fact that the 
municipality is fully reliant on grant and expenditure is spend in line with the grants received, 
furthermore depreciation will be included in the expenditure even if is a non-cash item. 

• Component B: Spending Against Capital Budget 

All capital budget spend is in line the grants transferred any unspent portion remain as a liability in 
the financials and accruals will also play a role in the capital budget. 

• Component C: Other Financial Matters 

Conditional grants provided for the municipality is most times augmented by municipality own 
funds which put lot of pressure in the repairs and maintenance of the district and any projects 
relating to prior years which must still be attended to. 

T 5.0.1 


COMPONENT A: STATEMENTS OF FINANCIAL PERFORMANCE 


INTRODUCTION TO FINANCIAL STATEMENTS 

Government grants contribute over 98% of the District Municipality own sources of income. Based 
on the above there is no potential risk of going-concern challenges face the municipality, including 
the probability for none collection of revenue. 

Furthermore, all planned projects are based on the above promulgated and anticipated sources of 
funding. Projects for each financial year equals each grant and augmented by the Municipalities 
equitable shares. The Municipality is reliant on unconditional and conditional grants. 

T 5.1.0 
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5.1 STATEMENTS OF FINANCIAL PERFORMANCE 


Reconciliation of Table A1 Budget Summary 







Description 

Year 2015/16 

R thousands 

Original 

Budget 

Budget Adjustments 

(i.e. s28 and s31 of 
the MFMA) 

Final 

adjustments 

budget 

Shifting of funds 

(i.e. s31 of the 
MFMA) 

Virement 

(i.e. Council 
approved policy) 

Final Budget 


1 

2 

3 

4 

5 

6 

Financial Performance 







Property rates 



- 



- 

Service charges 



- 



- 

Investment revenue 

1 949 

(1 689) 

260 



260 

Transfers recognised - operational 

514 504 

67 

514 571 



514 571 

Other own revenue 

3 173 

1 133 

4 306 



4 306 

Total Revenue (excluding capital transfers and 
contributions) 

519 626 

(489) 

519 137 



519137 

Employee costs 

276 643 


276 643 



276 643 

Remuneration of councillors 

12 753 


12 753 



12 753 

Debt impairment 

- 


- 



- 

Depreciation & asset impairment 

65 406 


65 406 



65 406 

Finance charges 

3 000 

4 902 

7 902 



7 902 

Materials and bulk purchases 

52 300 

(9 279) 

43 021 



43 021 

Transfers and grants 

9 244 

- 

9 244 



9 244 

Other expenditure 

44 520 

43 766 

88 286 



88 286 

Total Expenditure 

463 867 

39 389 

503 256 



503 256 

Surplus/(Deficit) 

55 760 


(39 878) 



15 882 

Transfers recognised - capital 

296 611 


296 611 



296 611 

Contributions recognised - capital & contributed 
assets 










Surplus/(Deficit) after capital transfers & 
contributions 

352 371 

(39 878) 

312 493 



312 493 

Share of surplus/ (deficit) of associate 

- 


- 



- 

Surplus/(Deficit) for the year 

352 371 

(39 878) 

312 493 



312 493 
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Reconciliation of Table A1 Budget 
Summary 







Description 

Year 2015/16 

R thousands 

Original Budget 

Budget Adjustments 

(i.e. s28 and s31 of the 
MFMA) 

Final adjustments 
budget 

Shifting of funds 

(i.e. s31 of the 
MFMA) 

Virement 

(i.e. Council 
approved policy) 

Final Budget 


1 

2 

3 

4 

5 

6 

Capital expenditure & funds 

sources 







Capital expenditure 

282 764 

(5 268) 




277 495 

Transfers recognised - capital 

276 539 

- 

276 539 



276 539 

Public contributions & donations 

- 

- 

- 



- 

Borrowing 

- 

- 

- 



- 

Internally generated funds 

6 225 

(5 268) 

957 



957 

Total sources of capital funds 

282 764 

(5 268) 

277 495 



277 495 








Cash flows 







Net cash from (used) operating 

284 706 

10 037 

294 743 



294 743 

Net cash from (used) investing 

(300 061) 

2 493 

(297 568) 



(297 568) 

Net cash from (used) financing 

- 

- 

- 



- 

Cash/cash equivalents at the year 
end 

(8 255) 

12 530 

4 276 



4 276 

T 5.1 .1 
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Financial Performance of Operational Services 

R '000 

Description 

2014/2015 

2015/2016 

2015/2016 Variance 

Actual 

Original Budget 

Adjustments Budget 

Actual 

Original 

Budget 

Adjustment 
s Budget 

Ooeratina Cost 







Water 

205,552 

103 053 899.00 

154 778 061.00 

231 073 275.38 

55.40% 

33.02% 

Component A: sub-total 

205,552 

103 053 899.00 

154 778 061.00 

231 073 275.38 



Waste Water (Stormwater 
Drainage) 







Roads 

4,858 

8 396 293.00 

6 889 546.00 

7 016 920.00 

-19.66% 

1 .82% 

Component B: sub-total 

4,858 

8 396 293.00 

6 889 546.00 

7 016 920.00 



Planning 

22,579 

6 989 000.00 

2 029 300.00 

500 118.00 

-1297.47% 

-305.76% 

Local Economic 

Development 

0 

21 862 624.00 

21 862 624.00 

18 627 890.00 

-17.37% 

-17.37% 

Component C: sub-total 

22,587 

28 851 624.00 

23 891 924.00 

19 128 008.00 



Budget and Treasury 

30,401 






Business Process Services 

36,539 






Component D: sub-total 

66,940 






Disaster Management 

9,155 






Health 

8,716 






Fire and Emergency 

94,257 






Corporate Services 

63,339 






Project Management Unit 

5,171 






Internal Audit 

470 






Municipal Manager 

33,984 






Executive and Council 

29,236 






Community & Social 

Services 


100 613 822.00 

97 859 101.00 

113 044 226.00 

1 1 .00% 

13.43% 

Health 


5 873 368.00 

5 573 368.00 

9 316 155.00 

36.96% 

40.18% 
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Corporate Policy Offices and 
Other 

Component D: sub-total 

244,328 

217 077 527.00 

323 564 717.00 

214 263 924.00 

317 696 393.00 

163 824 347.00 

286 184 728.00 

-32.51% 

-30.79% 

Total Expenditure 

544,264 

463 866 533.00 

503 255 924.00 

543 402 931.38 




T 5.1.2 
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COMMENT ON FINANCIAL PERFORMANCE: 

Variances were in the main related in the capital projects for infrastructure assets and operating 
included among others operating and maintenance that most of was capitalised in addressing 
issues of service delivery, challenges accrued and were dealt with as and when they were 
identified. 

T5.1.3 


5.2 GRANTS 



COMMENT ON OPERATING TRANSFERS AND GRANTS: 

The National Treasury availed R73 474 000 in the 2015/16 financial year relating to unspent MIG, 
the funds were subsequently withheld in the 2016/17 financial year, as per the issued payment 
schedule for the 201 6/1 7-year end. 

T 5.2.2 
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5.3 ASSET MANAGEMENT 


INTRODUCTION TO ASSET MANAGEMENT 

The existing approach is that upon verification of assets the officials are responsible to capture as 
well as export and allocate non-current assets Such as PPE into the IMQS system to enable 
improved and better reporting to move away from a manual approach but a systemic approach. 
Currently we are behind schedule due to the in availability of the 2014/2015 financial asset register 
as currently it’s a work in progressing but towards development stage. 

Infrastructure will be update in the existing system called IMQS as it is imperative to be able to 
keep track of condition and improvements to be made on infrastructure assets such as boreholes 
and to be able to draw up monthly reports concerning Infrastructure as we previously could not due 
to lack of proper resources to enable such. Currently we are behind schedule to emplace such a 
module as we are not moving entirely as effective as we had hoped due to consultants of IMQS not 
being responsive to our requests. The process of attending of relevant Work-shops to up skill 
officials working in the Unit and to operate the system is slow moving process as we are waiting on 
consultants to give us feedback on the next refreshing training to assist. 

Measurement 

Initial Recognition Asset is initially recognized at the original cost (historical cost) on acquisition of if 
acquired at no cost (e.g donation) at the fair value of the assets on the date of acquisition. 
Infrastructure work in progress must be included in the asset register and stated at the aggregate 
of related expenditure incurred to date. Infrastructure assets are capitalized at the cost incurred to 
establish the asset on the date when the asset is available for use. 

SUBSEQUENT MEASUREMENT - COST MODEL 

Investment property is measured using the cost model. Under the cost model, investment property 
is carried at cost less any accumulated depreciation and any accumulated impairment losses. 
Depreciation is calculated on the depreciable amount, using the straight-line method over the 
estimated useful lives of the assets. Components of assets that are significant in relation to the 
whole asset and that have different useful lives are depreciated separately. The annual 
depreciation rates are based on the following estimated average asset lives: Investment property 

SUBSEQUENT MEASUREMENT - FAIR VALUE MODEL 

Investment property is measured using the fair value model. Under the fair value model, 
investment property is carried at its fair value at the reporting date. Any gain or loss arising from a 
change in the fair value of the property is included in surplus or deficit for the period in which it 
arises. 

PHYSICAL ASSET VERIFICATION 

The asset manager should appoint an asset count supervisor who is responsible to organise the 
asset counts. Asset counts should be performed at least twice a year in terms of the process 
described in the national treasury asset management guideline. 
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DISPOSALS/WRITE-OFFS 

If an asset need replacement, the conditions of the asset should be investigated by the asset 
management office before a survey document are prepare for computer equipment a technical 
report should be obtained from IT customer care section to confirm that an item of computer 
equipment is beyond repair or does not conform to set specifications. Based on the report the 
survey document should be prepared and the report should be attached as proof. The survey 
document must be checked by the asset management and approved by the CFO. The asset is 
retired in the system with a survey document as source document. Copies of the survey document 
should be kept on file by the asset management office. The asset management office should retire 
the asset from the asset register. 

KEY ISSUES UNDER DEVELOPMENT 

Movable as well as Immovable assets will be updated in the new system called IMQS as it is 
imperative to be able to keep track of conditions and improvements to be made on infrastructure 
assets such as boreholes and to be able to draw up monthly reports concerning Infrastructure as 
we previously could not due to the ineffectiveness of the consultants on the existing system. 

T 5.3.1 
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TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED 2015/2016 

Asset 1 

Name 

Brooksby Water Supply 

Description 

water supply 




Asset Type 

infrastructure 

Key Staff Involved 

PMU 




Staff Responsibilities 

facilitate and manage the project 




Asset Value 

Year -3 

Year -2 

Year -1 

Year 0 




R 4 226 642.11 

Capital Implications 

n/a 

Future Purpose of Asset 

supply of water to the community 

Describe Key Issues 

facilitate and manage the project 

Policies in Place to Manage 
Asset 

GRAP 17 and asset management policy 

Asset 2 

Name 

Weltevrede Water Supply 

Description 

water supply 

Asset Type 

infrastructure 

Key Staff Involved 

PMU 




Staff Responsibilities 

facilitate and manage the project 




Asset Value 

Year -3 

Year -2 

Year -1 

Year 0 




R 3 394 81 6.26 

Capital Implications 

n/a 

Future Purpose of Asset 

supply of water to the community 

Describe Key Issues 

n/a 

Policies in Place to Manage 
Asset 

Grap 17 and asset management policy 

Asset 3 

Name 

Lombaardslaagte Water Supply 

Description 

water supply 

Asset Type 

infrastructure 

Key Staff Involved 

PMU 




Staff Responsibilities 

facilitate and manage the project 




Asset Value 

Year -3 

Year -2 

Year -1 

Year 0 




R 5 01 2 221 .70 

Capital Implications 

n/a 

Future Purpose of Asset 

supply of water to the community 

Describe Key Issues 

n/a 

Policies in Place to Manage 
Asset 

GRAP 17 and asset management policy 

T 5.3.2 
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COMMENT ON ASSET MANAGEMENT: 

The projected where funded using a grant and each year costs were capitalized, using 
invoices until the project was completed, these projects are included in the project register 
and have documents in place from date of inception to the date of completion. 

T 5.3.3 


Repair and Maintenance Expenditure: Year 2015/16 

R' 000 


Original Budget 

Adjustment Budget 

Actual 

Budget variance 

Repairs and Maintenance 





Expenditure 

11 300 000.00 

38 391 873.00 

64,193,053.00 

78% 

T 5.3.4 


5.4 FINANCIAL RATIOS BASED ON KEY PERFORMANCE INDICATORS 


Liquidity Ratio 



Liquidity Ratio - Measures the municipality’s ability to pay its bills and is calculated by 
dividing the monetary assets (due within one year ) by the municipality’s current 
liabilities. A higher ratio is better. 


T 5.4.1 
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Creditors System Efficiency 



Creditor System Efficiency - The proportion of creditors paid within terms (i.e. 30 days). 
This ratio is calculated by outstanding trade creditors divided by credit purchases 


Data used from MBRRSA8 



T 5.4. i 






Capital Charges to Operating Expenditure 



Capital Charges to Operating Expenditure ratio is calculated by dividing the sum of capital 
interest and principle paid by the total operating expenditure. 


Data used from MBRR SA8 

T 5.4.6 
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Employee Costs 



Employee cost - Measures what portion of the revenue was spent on paying employee 
costs. It is calculated by dividing the total employee cost by the difference between total 
revenue and capital revenue. 

Data used from MBRR SA8 

T 5.4.7 


105 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 



Repairs & Maintenance 



Repairs and Maintenance - This represents the propotion of operating expenditure spent 
and is calculated by dividing the total repairs and maintenace. 


Data used from MBRRSA8 


T 5.4.8 


COMMENT ON FINANCIAL RATIOS: 

The above indicators demonstrate that the municipality is in dire financial stress. The liquidity ratio 
is below the norm of 1 :1 and employee cost exceeds 30% of operating revenue. The vast majority 
of suppliers are not payed within 30 days. In this regard the municipality is implementing cost 
containment measures and managing cash flows in order to rescue the situation. 

T 5.4.9 
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COMPONENT B: SPENDING AGAINST CAPITAL BUDGET 


Capital 

Projects 

Ward(s) 

affected 

Budget (R) 

2015/16 Expenditure 

Variance 

Blydeville 

Outfall Sewer 
Upgrade 

4, 20 

R 10 200 000.00 

R 13 268 419.69 

R -3 068 419.69 

Tlhabologang 
Internal and 

Bulk Sanitation 

15& 16 

R 33 365 184.48 

R 12 986 240.71 

R 20 378 943.77 

Magokgoane 
Upgrading and 
Refurbishment 
of Existing 

Water 

Reticulation and 
Bulk Water 

Supply 

33 

R 17 000 000.00 

R 8 647 314.46 

R 8 352 685.54 

Grootmarico 

Waste Water 

Treatment Plant 

17 

R 20 000 000.00 

R 10 761 386.50 

R 9 238 613.50 

Upgrade & 
Extension of 

Zeerusst 

WWTW 

15 

R 31 400 000.00 

R 6 057 114.20 

R 25 342 885.80 


Total 

R 111 965 184.48 

R 51 720 475.56 

R 60 244 708.92 


T 5.5.0 


5.5 CAPITAL EXPENDITURE 


Capital Expenditure: Year 0 



T 5.5.1 
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5.6 SOURCES OF FINANCE 


Capital Expenditure - Funding Sources: 2014/2015 to 2015/2016 


R' 000 


Details 

2014/2015 

2015/2016 

Actual 

Original 
Budget (OB) 

Adjustment 

Budget 

Actual 

Adjustment 
to OB 

Variance (%) 

Actual to 

OB 

Variance 

(%) 

Source of 
finance 









External loans 

- 






Public 

contributions and 

donations 







Grants and 

subsidies 

250 663 

296 61 1 

296 611 

183 476 

0.00% 

38.14% 

Other 







Total 


250 663 

296 611 

296 611 

183 476 

0.00% 

38.14% 

Percentage of 
finance 









External loans 

0.0% 

0.0% 

0.0% 

0.0% 

0.00% 

0.00% 

Public 

contributions and 

donations 

0.0% 

0.0% 

0.0% 

0.0% 

0.00% 

0.00% 

Grants and 

subsidies 

100.0% 

100.0% 

100.0% 

100.0% 

0.00% 

0.00% 

Other 

0.0% 

0.0% 

0.0% 

0.0% 

0.00% 

0.00% 

Capital 

expenditure 









Water and 

sanitation 

318 297 

154 778 

154 778 

230 688 

0.00% 

-49.04% 

Electricity 







Housing 







Roads and storm 

water 

13 865 

9 206 

9 206 

7810 

0.00% 

15.16% 

Other 







Total 


332 163 

163 984 

163 984 

238 498 

0.00% 

-45.44% 

Percentage of 
expenditure 









Water and 

sanitation 

95.8% 

94.4% 

94.4% 

96.7% 

0.00% 

-2.48% 

Electricity 

0.0% 

0.0% 

0.0% 

0.0% 

0.00% 

0.00% 

Housing 

0.0% 

0.0% 

0.0% 

0.0% 

0.00% 

0.00% 

Roads and storm 

water 

4.2% 

5.6% 

5.6% 

3.3% 

0.00% 

41 .67% 

Other 

0.0% 

0.0% 

0.0% 

0.0% 

0.00% 

0.00% 


T 5.6.1 


108 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 



Source of Finance and Capital Expenditure 


0- Jan-00 

0- Jan-00 

0-Jan-00 

„ 0-Jan-00 

re 

+-» 

OJ 

Q 0-Jan-00 
0- Jan-00 

0- Jan-00 

0- Jan-00 



2014/2015 2015/2016 


External loans 

Public contributions and donations 

Grants and subsidies 

Other 

) l ( Water and sanitation 
• Electricity 
Housing 

— Roads and storm water 
Other 


COMMENT ON SOURCES OF FUNDING: 

Capital infrastructure assets are funded 100% through the Municipal Infrastructure Grant (MIG). 
There used to be other source of grants: 

Accelerated Community Infrastructure Program (ACIP) 

Regional Bulk Infrastructure Grant (RBIG) 

Municipal Water Infrastructure Grant (MWIG) 

The entire grant mentioned above is ceded to Sedibeng through the directive of Minister of Water 
and Sanitation (DWS) 

T 5.6. 1.1 
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5.7 CAPITAL SPENDING ON 5 LARGEST PROJECTS 


Capital Expenditure of 5 largest projects 

Capital Projects 

Current projects 2015/2016 

Variance: 

2015/2016 

Ward(s) 

affected 

Budget (R) 

Adjustment 

Budget 

2015/16 

Expenditure 

Origina 

1 

Varianc 
e (%) 

Adjuste 

d 

Varianc 
e (%) 

Blydeville Outfall 
Sewer Upgrade 

4, 20 

R 10 200 

000.00 

R 10 200 

000.00 

R 13 268 419.69 

-30% 

-30% 

Tlhabologang 
Internal and Bulk 
Sanitation 

15& 16 

R 33 365 

184.48 

R 33 365 

184.48 

R 12 986 240.71 

61% 

61% 

Magokgoane 
Upgrading and 
Refurbishment of 
Existing Water 
Reticulation and 
Bulk Water 

Supply 

33 

R 17 000 

000.00 

R 17 000 

000.00 

R 8 647 314.46 

49% 

49% 

Grootmarico 

Waste Water 
Treatment Plant 

17 

R 20 000 

000.00 

R 20 000 

000.00 

R 10 761 386.50 

46% 

46% 

Upgrade & 
Extension of 

Zeerusst WWTW 

15 

R 31 400 

000.00 

R 31 400 

000.00 

R 6 057 114.20 

81% 

81% 


Total 

R 111 965 

184.48 


R 51 720 475.56 




T 5.7.1 


COMMENT ON CAPITAL PROJECTS: 


Bl 

Seville Outfall Sewer Upgrade 

Objective 

Provision of basic sanitation to the community of Blydeville 

Delays 

Supply chain processes 

Future challenges 

lack of revenue collection 

Anticipated citizens benefits 

Dignifies sanitation and service and improve health and 
hygiene 

Tlhabo 

ogang Internal and Bulk Sanitation 

Objective 

Provision of basic sanitation to the community of 
Tlhabologang 

Delays 

Supply chain processes 

Future challenges 

lack of revenue collection 

Anticipated citizens benefits 

Dignifies sanitation and service and improve health and 
hygiene 

Magokgoane Upgrading and 

Refurbishment of Existing Water Reticulation and Bulk 
Water Supply 

Objective 

Provision of clean water to the community of 

Makgokgoane 

Delays 

Financial constrains which led to project being delayed for 
completion 
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Future challenges 

lack of revenue collection 

Anticipated citizens benefits 

Consistent water supply 


Grootmarico Waste Water Treatment Plant 

Objective 

Provision of basic sanitation to the community of 
Tlhabologang 

Delays 

Supply chain processes 

Future challenges 

None 

Anticipated citizens benefits 

Dignifies sanitation and service and improve health and 
hygiene 

Upgrade & Extension of Zeerusst WWTw 

Objective 

Provision of basic sanitation to the community of 
Tlhabologang 

Delays 

Supply chain processes 

Future challenges 

None 

Anticipated citizen benefits 

Dignifies sanitation and service and improve health and 
hygiene 


T 5.7.1. 1 


5.8 BASIC SERVICE AND INFRASTRUCTURE BACKLOGS - OVERVIEW 


INTRODUCTION TO BASIC SERVICE AND INFRASTRUCTURE BACKLOGS 


The growth in population necessitates continuous assessment and quantification of backlogs. The 
development of settlements driven by socio-economic migration for better opportunities presented 
by activities in and closely around business centres and fringes of the town, presents challenges in 
the provision of service delivery. The March 2012 report released by the Department of Water 
Affairs (DWA) in partnership with the Department of Human Settlements and Department of 
Performance and Evaluation in the Office of the Presidency quantified a backlog figure of one 
hundred and fourteen thousand and four hundred and thirty two (114 432) households without 
proper sanitation in the Ngaka Modiri Molema District Municipality. This backlog is subject to 
growth given the two percent (2%) population growth rate in the District, (Census Report, 2011). 

Very little impact was made in the provision of rural sanitation projects by the DM in the year 
2014/15 due to serious financial constraints. The cost to eradicate the backlog of the district 
municipality amounts to about R1.3 Billion. Rigorous project planning need to be implemented in 
order to facilitate the development of approximately 115 000 VIP units in all effort to meet the 
millennium development goals of proper sanitation services to all humanity by the year 2015. 
NMMDM has initiated a second DBSA loan front loading to try and reduce the sanitation backlogs. 

T 5.8.1 
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Service Backlogs as at 30 June 2015/2016 

Households (HHs) 


'Service level above minimum standard 

"Service level below minimum standard 


No. HHs 

% HHs 

No. HHs 

% HHs 

Water 

64791 

30% 

1 78242 

72% 

Sanitation 

70315 

32% 

1 72855 

70% 

T 5.8.2 


Municipal Infrastructure Grant (MIG)* Expenditure 2015/2016 on Service backlogs 

R' 000 

Details 

Budget 

Adjustment 

s 

Budget 

Actual 

Variance 

Major 
conditions 
applied by 
donor 
(continue 
below if 
necessary) 

Budg 

et 

Adjustm 

ent 

Budget 

Infrastructure - Road transport 




% 

% 


Storm water 




% 

% 


Infrastructure - Water 




% 

% 


Reticulation 

133285508 

133285508 

39700558 

% 

% 


Infrastructure - Sanitation 




% 

% 


Reticulation 

161009492 

161009492 

52021660 

% 

% 


Sewerage purification 




% 

% 


Total 

294295000 

294295000 

91722218 

% 

% 



T 5.8.3 


COMMENT ON BACKLOGS: 

The MIG allocations are not registering a widespread footprint in eradicating backlogs; small 
isolated scattered reductions are registered with not so much noticeable impact recorded due to 
the massive backlogs of the district municipality. To address the water challenges alone an amount 
of more than R 1 billion is needed. Sanitation requires even a much higher figure. 

With the small impacts that are being made through the little resources we have, we are making 
minor differences in our communities. The challenge that we face is that the resources are growing 
linearly while the population is growing exponentially. The gaps are therefore not narrowing but 
expanding much faster and higher than the investments that are being made to reduce poor levels 
of service in the communities. 

T 5.8.4 
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COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENTS 


INTRODUCTION TO CASH FLOW MANAGEMENT AND INVESTMENTS 

The municipality is currently doing the daily cash-flow statement as management tool for decision 
making, this tool also serves as a measure of aligning the budget to the available cash and inform 
the budget adjustment for the 2015/16 monitoring of the cash-flow will also improve the financial 
status of the municipality 

T5.9 
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5.9 CASH FLOW 


Cash Flow Outcomes 

R'000 

Description 

2014/2015 

2015/2016 

Audited Outcome 

Original Budget 

Adjusted Budget 

Actual 

CASH FLOW FROM 
OPERATING ACTIVITIES 





Receipts 





Ratepayers and other 

1 632 019.00 

3 172 897.00 

36 990 172.00 

36 990 172.00 

Government - operating 

554 533 015.00 

514 504 000.00 

514 571 480.00 

514 571 480.00 

Government - capital 

211 167 539.00 

296 61 1 000.00 

296 611 000.00 

296 611 000.00 

Interest 

1 935 746.00 

1 949 258.00 

260 000.00 

260 000.00 

Dividends 





Payments 





Suppliers and employees 

-111 950 285.00 

-519 286 849.00 

-536 542 976.00 

-536 542 976.00 

Finance charges 

-7 166 286.00 

-3 000 000.00 

-7 902 438.00 

-7 902 438.00 

Transfers and Grants 


-9 244 000.00 

-9 244 000.00 

-9 244 000.00 

NET CASH FROM/(USED) 
OPERATING ACTIVITIES 

34 151 748.00 

284 706 306.00 

294 743 238.00 

294 743 

CASH FLOWS FROM 
INVESTING ACTIVITIES 





Receipts 





Proceeds on disposal of 

PPE 





Decrease (Increase) in 
non-current debtors 





Decrease (increase) other 
non-current receivables 





Decrease (increase) in 
non-current investments 





Payments 





Capital assets 

-5 291 080.00 

-300 061 000.00 

-297 567 516.00 

-297 567 516.00 

NET CASH FROM/(USED) 
INVESTING ACTIVITIES 

-5 291 080.00 

-300 061 000.00 

-297 567 516.00 

(297 568) 

CASH FLOWS FROM 
FINANCING ACTIVITIES 





Receipts 





Short term loans 





Borrowing long 
term/refinancing 





Increase (decrease) in 
consumer deposits 





Payments 





Repayment of borrowing 

-89 929 435.00 




NET CASH FROM/(USED) 
FINANCING ACTIVITIES 

-89 929 435.00 

_ 



_ 






NET INCREASE/ 
(DECREASE) IN CASH 

HELD 

-61 068 767.00 

-15 354 694.00 

-2 824 278.00 

(2 824) 

Cash/cash equivalents at 
the year begin: 

-40 799 139.00 

15 354 694.00 

7 100 014.00 

7 100 014.00 

Cash/cash equivalents at 
the year-end: 


_ 

4 275 736.00 

4 275 736.00 

Source: MB HR A7 




T 5.9.1 
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COMMENT ON CASH FLOW OUTCOMES: 

The Municipal Budget does not talk to its Cash-flow due to a huge number of accruals from 
previous financial year and limited budget that doesn’t address the community needs, the baseline 
for the municipal budget increase by 10% each year and the demand for basic needs by more than 
20% which makes it difficult for the municipality to meet its demand of providing basic services. 
These may lead to continuous service delivery protests and negative effect on the municipalities 
Cash-Flow on yearly basis. 

T 5.9. 1.1 


5.10 BORROWING AND INVESTMENT 

INTRODUCTION TO BORROWING AND INVESTMENTS 

The below tables indicate the funding and investment vehicles utilised by the municipality to create 
cash flows. 

T 5.1 0.1 


Actual Borrowings: 2013/2014 to 2015/2016 





R' 000 

instrument 

2013/2014 

2014/2015 

2015/2016 

Municipality Total 

98 

8 

1 

T 5.1 0.2 


120 


Actual Borrowing 



2013/2014 2014/2015 2015/2016 

Year 


■ Municipality Total 


T 5.10.3 
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Municipal and Entity Investments 

R' 000 

Investment* type 

2013/2014 

2014/2015 

2015/2016 

Actual 

Actual 

Actual 

Municipality 




Securities - National Government 




Listed Corporate Bonds 




Deposits - Bank 

47 007 

2218 

3 300 

Deposits - Public Investment Commissioners 




Deposits - Corporation for Public Deposits 




Bankers Acceptance Certificates 




Negotiable Certificates of Deposit - Banks 




Guaranteed Endowment Policies (sinking) 




Repurchase Agreements - Banks 




Municipal Bonds 




Other 




Municipality sub-total 

47 007 

2 218 

3 300 

Entities sub-total 




Consolidated total: 

47 007 

2 218 

3 300 

T 5.10.4 


COMMENT ON BORROWING AND INVESTMENTS: 

The municipality has a loan with the Development Bank of Southern Africa (DBSA). This loan was 
utilised in prior years to fund capital projects. The loan will be fully repaid in the 2016/17 financial 
year. The municipality did not have any material investments at year end. 

T 5.10.5 


COMPONENT D: OTHER FINANCIAL MATTERS 


5.12 SUPPLY CHAIN MANAGEMENT 


SUPPLY CHAIN MANAGEMENT 

SCM Policy was submitted to council and adopted on the 29 th of May 2016, as per council 
resolution 39/05/201 5.circular 81 was introduced and have been in transit since April 2016 to June 
2016 and will fully be implemented from the 1 st of July 2016. Only one official has met the 
requirements of competency. 6 officials are yet to meet the necessary competency levels. 
Remarks by Auditor General” In addition projects were identified which did not appear on the 
commitment register which affect completeness of the register and the commitments’ balance, 
amounts could not be quantified for these projects” 

The remedial action which was taken for the 2015-2016 financial year is that all projects were 
identified and taken into account to ensure the completeness of the commitment register. 

T 5.12.1 


5.13 GRAP COMPLIANCE 
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GRAP COMPLIANCE 
Property, plant and equipment GRAP17 

Prior period repeat disclaimer applied - Various weaknesses, differences and non-compliance to 
GRAP on asset register, which include completeness of the assets in prior period, which were not 
corrected in current period, consequently depreciation and accumulated depreciation could not be 
calculated for the entire population 

Inventory 

With regards to inventory GRAP12 

Unexplained difference between the financial statements and the inventory listing of R6 154 315 
(2014: No listing provided, amount could not be determined). Limitations due to non-submission of 
information for adjustments to inventories to the value of R1 8 785 927 in current year and 
RIO 055 870 in prior year. Cost prices of inventory items could not be verified in the amount of 
R7 982 995 due to lack of documentation 

T 5. 13.1 
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CHAPTER 6 - AUDITOR GENERAL AUDIT FINDINGS 


INTRODUCTION 

The Annual Financial Statement and the Annual Performance Report were submitted to the Auditor 
General on the 31 st of August 2016. 

T 6.0.1 
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COMPONENT A: AUDITOR-GENERAL OPINION OF FINANCIAL STATEMENTS 2014/2015 


6.1 AUDITOR GENERAL REPORTS YEAR 2014 - 2015 (PREVIOUS YEAR) 

The Municipality received disclaimer of opinion for 2014/201 5 Financial Year 


Man/ 

audit 

report 

ref 

Audit query 
heading 

Finding 

Action plan 

Completi 
on/ due 
date 

Responsi 

ble 

person 

1 . 

Other liability - 
Difference 
between 
supplier loan 
balance and 
general ledger 

The outstanding amount disclosed as still payable to 
Sedibeng Water at year end in the financial statements 
differs from the balance on the statement from the 
supplier (Refer Detailed Management Report) 

For all long-term loans: 

• Obtain loan confirmations and amortisation schedules from 
the lenders 

• Calculate short term portions of long term loans and 
disclose them correctly in the Annual Financial Statements. 

30 June 
2016 

CFO 

2. 

Bank and cash 
- Items older 
than six 

months were 
found on Bank 
reconciliation 

We identified the same error during 2015 as we have 
identified in 2014, with regard to reconciling items on 
the bank reconciliation. Limitations due to non- 
submission of supportive documentation in order to 
confirm reconciling items to value of R10 274 646 
(2013: R8 137 253) (Refer to Detailed Management 
Report) 

Municipality would: 

1. Re-perform bank reconciliations from 2012/13 financial 
period where unsupported reconciling items originates from. 

2. Clear all reconciling items in the bank reconciliations on 
time to avoid long outstanding reconciling items. 

3. Account only for valid and accurate reconciling items. 

31 March 
2016 

CFO 

3. 

Cash and bank 
- Investments 
(REISSUE) 

In the notes of the financial statements note 5 
management disclosed investments to the value of 
R46 400 403. These investments do not exist and 
have been incorrectly disclosed. All amounts have 
been correctly included in note 9 to the financial 
statements. Note 5 do not serve any purpose and 
must be removed. This note does not affect any other 
statement or balance on the financial statements. 

4 

Cash and bank 
Difference 
between 
reconciliation 
and AFS 

Difference in bank reconciliation with specific focus on 
the bank statement line item and the financial 
statements. The table below is a summary of the bank 
accounts where the error has occurred: (Refer to 
Detailed Management Report) 
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Man/ 

audit 

report 

ref 

Audit query 
heading 

Finding 

Action plan 

Completi 
on/ due 
date 

Respons 

ible 

person 

5 

Cash flow 

statement: 

Misstatement 

The cash-flow statement was not accurate, the 
following is a summary of the line items that had 
differences. ( Refer to Detailed Management 
Report ) 

Municipality would: 

1. Introduce loans register to be managed and reviewed by the 
Investment and Capital Project Committee. 

2. Review payment terms of short-term portion of loans against cash 
flow position of the municipality. Where there would be deviations, 
engage lenders to re-negotiate the terms. 

30 April 
2016 

CFO 

6 

Disclosure: 

Commitments 

1) Contract register provided only stipulates 
those contracts associated with the MIG grant, 
the following contracts were identified from the 
general ledger. Contracts and agreements were 
not obtained for these projects and as such we 
could not confirm the completeness of the 
register. The following projects were identified 
through inspection of the GL and not found on 
the commitments register listing: 

-Ratlou Bulk Water Supply Master plan 
-Setlagole Bulk Water Supply 

Municipality would: 

1. Integrate grants performance review to monthly cash flow review 
to avoid under-spending and ensure compliance with grants 
conditions. 

2. Where there would be roll-over of unspent grants, ensure that the 
municipality complied with minimum requirements for roll-over 
application to be considered by National Treasury. 

3. Submit roll-over applications on time accompanied by sufficient 
evidence to National Treasury 

30 April 
2016 

CFO 



No details other than the project description 
could be obtained from the GL with regards to 
these projects, as contract information could not 
be obtained. ( Refer to Detailed Management 
Report ) 






2) As a result of the unexplained difference 
between the budgeted amount for capital 
expenditure as per the adjustment budget and 
the amount shown in the commitment register as 
budgeted and added for the year, we could not 
determine the completeness of the balance of 
R772 574 114 as disclosed for commitments in 
note 28 to the financial statements. ( Refer to 
Detailed Management Report ) 
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Man/ 

audit 

report 

ref 

Audit query 
heading 

Finding 

Action plan 

Completi 
on/ due 
date 

Responsi 

ble 

person 

7 

Contingencies 

The following disclosed contingencies as per 
note 29 to the financial statements could not 
be verified as now documentation were made 
available and/or no legal representation 
obtained for these matters . ( Refer to Detailed 
Management Report ) 

Municipality would: 

• Implement cash flow management processes reviewed on monthly 
basis to turnaround liquidity risks that the municipality is facing. 

• Cash flow management process would prioritize payments to 
improve compliance of paying invoices within 30 days. 

• Internal controls would be implemented to ensure that invoices are 
stamped on receipt of the invoice to monitor 30 days period. 

• Procurement compliance checklist would improve the processes to 
avoid irregular, fruitless and wasteful, and unauthorized expenditure. 

• Undertake basic GRAP training to emphasise accrual basis of 
accounting to ensure that all transactions are accounted in the 
financial system on time. 

30 April 
2016 

CFO 

8. 

Employee 
cost: Leave 

pay on 

terminations 

GNR 691 of 23 May 2003: Calculation of 
employees remuneration in terms of section 
35(5) of the BCEA the types of payments to be 
included as remuneration for the calculation 

During our audit on employee cost, we noted 
differences between leave pay out from VIP 
and auditor's calculated leave pay out. The 
following difference was noted. ( Refer to 
Detailed Management Report ) 

Municipality would: 

• Review all personnel file against payroll report to ensure that all 
minimum required documents in personnel file exists. 

• Reconcile VIP to Pastel on monthly basis 

• Clear salary control accounts every month after salary run and 
payment of third parties 

• Ensure that all salary payments are initiated from the VIP system 

31 March 
2016 

CFO 

9 

Employee cost 
- Leave without 
supporting 
documents 

Audit finding 

During our audit on employee costs we noticed 
the following employees who were 
granted different types of leave on the same 
day ( Refer to Detailed Management Report ) 

Line Managers to ensure compliance on Leave Management 

Leave item be standing item on Senior Management meetings. 

April 

2016 

Acting 

Senior 

Manager: 

CRSS 

10 

Employee cost 
- Leave closing 
balance 

The following differences were noted in the 
leave balance when we recalculated the 
closing leave balance and compared it to the 
balance as per the system ( Refer to Detailed 
Management Report ) 

Applicants to ensure that leave application is authorised by all 
signatories for proper record keeping. 

HR officials to be trained on leave management. 

HR to conduct leave management sessions with all employees from 
time to time 

3 ra 

quarter 

2015/6 

Acting 

Senior 

Manager: 

CRSS 
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Man/ 

audit 

report 

ref 

Audit query 
heading 

Finding 

Action plan 

Completi 
on/ due 
date 

Responsi 

ble 

person 

11 

Employee cost 
- Salary run 

During our audit on employee cost, salary run, 
we noticed the following differences: 

The salary run for May 2015 was selected 
from testing - Employees ( Refer to Detailed 
Management Report ) 

Municipality would: 

• Review all personnel file against payroll report to ensure that all 
minimum required documents in personnel file exists. 

• Reconcile VIP to Pastel on monthly basis 

• Clear salary control accounts every month after salary run and 
payment of third parties 

• Ensure that all salary payments are initiated from the VIP system 

31 March 
2016 

CFO 

12 

Employee 
cost: Third 

party 
payments 

We obtained Medical aid and pension 
contributions and the following was differences 
between the statements and VIP records were 
identified ( Refer to Detailed Management 
Report ) 

13 

Employee 
cost: Penalties 
and interest 

During our audit on employee cost: EMP201, 
we noted the following penalties and interest 
not captured in the records of the municipality 

Penalties and interest according to SARS 
statement of account. ( Refer to Detailed 
Management Report ) 

14 

Large and 

unusual: 
Information not 
obtained 

The following payments could not be 
substantiated by supporting documentation, as 
they do not agree to the net salaries as per 
VIP. ( Refer to Detailed Management Report ) 

15 

Compliance - 
Budget 

The monthly reports as required by the MFMA 
for all twelve months, was submitted late 
to Provincial and National Treasury not within 
the prescribed deadline of 10 working days 
after the month reported on. ( Refer to Detailed 
Management Report ) 

Internal control and budget department will review and monitor all 
expenditure in terms of the approved budget according to the MFMA 
for the 201 5/1 6 year end. 

31 

January 

2016 

CFO 
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Man/ 

audit 

report 

ref 

Audit query 
heading 

Finding 

Action plan 

Completi 
on/ due 
date 

Responsi 

ble 

person 

16 

Compliance: 

SCM 

1) Goods and services with a transaction value 
of below R200 000 were procured without 
obtaining the required price quotations as 
required by SCM regulation 17(a) & (c).(AR) 

2) Goods and services of a transaction value 
above R200 000 were procured without inviting 
competitive bids, as required by SCM regulation 
19(a) (AR) 

3) Invitations for competitive bidding were not 
always advertised for a required minimum 
period of days, as required by SCM regulation 
22(1) & 22(2). (AR) 

4) Bids were not always evaluated by bid 
evaluation committees which were composed of 
officials from the departments requiring the 
goods or services or at least one SCM 
practitioner of the municipality as required by 
SCM regulation 28(2). (MR) 

5) Contracts and quotations were awarded to 
bidders based on points given for criteria that 
differed from those stipulated in the original 
invitation for bidding [and quotations], in 
contravention of SCM Regulations 21(b) and 
28(1 )(a) and the Preferential Procurement 
Regulations. (MR) 

6) Bid adjudication was not always done by 
committees which were composed in 
accordance with SCM regulation 29(2). (MR) 

7) The preference point system was not applied 
in all procurement of goods and services above 
R30 000 as required by section 2(a) of the 
Preferential Procurement Policy Framework Act 
and SCM regulation 28(1) (a). (MR) 

8) Contracts and quotations were awarded to 
bidders who did not submit a declaration on 
whether they are employed by the state or 
connected to any person employed by the state, 

Municipality would: 

1. Prepare a procurement compliance checklist covering process 
from the initiation of order or bid specifications, awarding of the 
order or contract and information to be filed and maintained. 

2. To develop the Finance and SCM delegations that ensures 
compliance with regulation 17(a) & (c) of the Supply Chain 
Management (SCM) regulations. SCM regulations 21(b) and 28(1) 
(a) and the Preferential Procurement Regulations (PPR), section 
2(a) of the Preferential Procurement Policy Framework Act (PPPFA, 
SCM regulation 13(c). 

3. The checklist would further guide compliance with SCM 
Regulation, South African Revenue Service as required by SCM 
regulation 43 and PPPFA. 

4. Train Supply Chain Management officials on the checklist and 
regulations mentioned above. 

Assign responsibilities to individuals within SCM to provide 
explanations and accountability where deviations from the SCM 
Checklist and framework have been identified. 

29 

February 

2016 

CFO 
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as required by SCM regulation 13(c). (MR) 

9) Sufficient appropriate audit evidence could 
not be obtained that contracts were only 
extended or modified after tabling the reasons 
for the proposed amendment in the council of 
the municipality, as required by section 116(3) 
of the MFMA.(AR) 

10) Sufficient appropriate audit evidence could 
not be obtained that all extension or 
modification to contracts were approved by a 
properly delegated official, as required by SCM 
Regulation 5. (AR) 

11) The contract performance and monitoring 
measures and methods were insufficient to 
ensure effective contract management, as 
required by section 116(2) (c) of the MFMA. 
(AR) 

12) Awards were made to providers who are in 
the service of the municipality and whose 
directors are in the service of the municipality in 
contravention of section 1 1 2(j) of the MFMA 
and SCM regulations 44. (AR) 

1 3) Awards were made to providers who are in 
the service of other state institutions or whose 
directors and principal shareholders are in the 
service of other state institutions, in 
contravention of MFMA 1 1 2(j) and SCM 
regulations 44. (AR) The following such awards 
were identified 

14) Persons in service of the municipality 
whose close family members had a private or 
business interest in contracts awarded by the 
municipality failed to disclose such interest, as 
required by SCM regulation 46(2)(e). (MR) The 
following such awards were identified 

1 5) Contracts and quotations were awarded to 

providers whose tax matters had not been 
declared by the South African Revenue Service 
to be in order, as required by SCM regulation 
43. (MR) ( Refer to Detailed Management 
Report ) 
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17 

Compliance - 
Vendors not 
paid within 30 
days 

Payables were not paid within the prescribed 
minimum period of 30 days from receipt of 
invoice from supplier. Since no date stamp 
attach to invoices received the invoice date on 
the supplier invoice have been used to calculate 
the start of the period. Herewith a list of the 
suppliers not paid with the prescribed period, 
first item identified during system descriptions 
and second table from detail testing performed. 

( Refer to Detailed Management Report ) 

In ensuring that the municipality disclose payables which would be 
supported by sufficient evidence and addressing prior year audit 
qualification, the municipality would: 

1. to request assistance from the Department of Culture Arts and 
Traditional Authority (CATA) regarding the implementation of the file 
and record management system; 

2. to have a designated and access controlled filing space for 
supporting documents; 

3. to look at the feasibility of introducing an electronic document 
filing system; 

2.4. Clean up creditors ageing analysis in Pastel to ensure that only 
valid creditors are accounted for and the balance reconciles to Trial 
Balance from 2014/15 financial period; 

2.5. Prepare monthly reconciliations and update creditors’ age 
analysis accordingly. 

2.6. Prepare an accrual listing file with supporting documentation for 
year ended 30 June 2014 and 2015 respectively. 

31 May 
2016 

CFO 

18 

Compliance - 
Unspent 
conditional 
grant liability 
not cash 

backed 

The municipality did not applied for roll-over 
relief for unspent conditional grants. During the 
year, the municipality spent R1 46,298,034 of 
the conditional grants for purposes not intended 
as shown by a difference of the same amount 
between the unspent conditional grants and the 
actual cash relating to this held as investments 
at the end of the year ( Refer to Detailed 
Management Report ) 

Municipality would: 

1. Integrate grants performance review to monthly cash flow review 
to avoid under-spending and ensure compliance with grants 
conditions. 

2. Where there would be roll-over of unspent grants, ensure that the 
municipality complied with minimum requirements for roll-over 
application to be considered by National Treasury. 

3. Submit roll-over applications on time accompanied by sufficient 
evidence to National Treasury 

4. Prepare and review monthly reconciliations for each category of 
conditional grants. 

5. For conditional grants remaining unspent for over two years and 
cannot be supported by any evidence, engage grantors to ascertain 
if these grants remained unspent in their financial records thereafter 
propose write-off if there are no supporting evidence. 

30 June 
2016 

CFO 
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19 

Compliance: 
Employee cost 

Appointment compliance: 

1) Appointments were made in posts which were not provided for in 
the approved staff establishment of the municipality, in contravention 
of section 66(3) of Municipal Systems Act. (MR) 

2) Job descriptions were not established for all posts in which 
appointments were made in the current year, in contravention of 
section 66(1) (b) of Municipal Systems Act. (AR) 

3) The municipal manager did not obtain approval from the municipal 
council at the council meeting or as soon as it was reasonably 
possible to do so to fill senior manager vacant post as required by 
Regulations on appointment and conditions of employment of 
SMs regulation 7(1). (MR) 

4) The vacant senior manager post were not advertised within 14 
days of the receipt of the approval from council as required 
by Regulations on appointment and conditions of employment of SMs 
regulation 10(1). (MR) 

5) Appointment was made in a post of manager directly accountable 
to municipal manager that were not advertised, in contravention of 
section 56(3) of Municipal Systems Act. (AR) 

6) Candidates did not submit an official application form when 
applying for the vacant senior manager post as required by 
Regulations on appointment and conditions of employment of 
SMsreg 11(1). (MR) 

7) No selection panel for the appointment was established as 
required by Regulations on appointment and conditions of 
employment of SMsreg 12(4). (MR) 

8) No screening of shortlist candidates occurred as required by 
Regulations on appointment and conditions of employment of 
SMsreg 14 (1) (a). (MR) 

9) The candidate was not recommended for appointment to the post 
of a senior manager nor was he assessed for the necessary 
competencies as required by Regulations on appointment and 
conditions of employment of SMsreg 16(1). (MR) 

10) The senior manager municipal health and safety was appointed 
without having met the prescribed minimum competency levels as 
required by section 56(1) (b) of the Municipal Systems Act. (MR) 

11) Senior manager directly accountable to the municipal manager 

Noted the structure approved by council will be 
used whenever appointments are made. The 
job descriptions will be compiled and signed. 

Due to financial constraints the Council has 
put moratorium on all appointments. The post 
will be advertised as soon as the moratorium 
is lifted all recruitment procedures will be 
adhered to.(3-9) 

The Senior Manager will be advised to register 
himself for relevant qualifications. 

When the 
moratoriu 
m is 

lifted. 

The job 
descriptio 
ns will be 
ready by 
the end 
of third 
quarter. 

Acting 

Senior 

Manager: 

CRSS 

and 

Municipal 

Manager 


128 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 


was appointed without the approval of the municipal council, in 
contravention of section 56(1) (a) of Municipal Systems Act. (AR) 

12) The MEC for local government was not informed of the appointed 
of the senior manager within 14 days of the date of appointment and 
the outcome as may be prescribed by council as required by 
Regulations on appointment and conditions of employment of 
SMsreg 17(3b). (MR) 

HR Planning and organisation compliance 

13) The municipal manager did not regularly evaluated the staff 
establishment and if necessary review it - in accordance with an 
established process/ mechanism as required by MSA sec 66(1 )(d) 
(MR) 

Minimum competencies compliance: 

14) The competencies of the senior managers were not assessed in 
a timely manner in order to identify and address gaps in competency 
levels as required by regulation 13 of the Municipal Regulations on 
Minimum Competency Levels. (AR) 

15) The accounting officer obtained a higher education qualification 
of NQF level 6 (3 year Bachelor's degree) as required by MFMA sec 
83 and 107 & Municipal Regulations on Minimum Competency Levels 
reg 2 and (GNR 493), however the degree is not relevant to his 
position. (MR) 

16) The accounting officer did not achieve all the key financial and 
supply chain management competency areas as was required 
by Municipal Regulations on Minimum Competency Levels reg 2 and 
3 (MR) 

17) The accounting officer's personal development plan (PDP), which 
forms part of the performance agreement, does not include a 
condition that he must attain the required qualifications and 
competency levels by 30 September 2015 as required by regulation 
15 and 18 of Municipal Regulations on Minimum Competency levels 
2007 (MR) 

18) The head of supply chain management did not achieve the key 
financial and supply chain management competency areas as 
required by Municipal Regulations on Minimum Competency Levels 
reg 10 and 11. (MR) 

19) The head of supply chain management’s personal development 
plan (PDP), which forms part of the performance agreement, does 
not include a condition that he/she must attain the required 
qualifications and competency levels by 30 September 2015 as 
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1 1 & 1 2 Irregular appointments report has been 
compiled and will be submitted to council for 
consideration. 


13 .The staff establishment is been reviewed 
and will be completed end of May 201 6 


14. The competency assessment has been 
conducted and the report will be submitted to 
council. 


15 -24.The Municipality has requested 

treasury to capacitate Finance officials on 
them MFMA in conjunction with university of 
Pretoria. 
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required by regulation 15 and 18 of Municipal Regulations on 
Minimum Competency levels 2007. (MR) 

20) The senior managers did not achieve all the key financial and 
supply chain management competency areas as required by 
Municipal Regulations on Minimum Competency Levels reg 6 and 7. 
(MR) 

21) The finance officials at middle management did not obtain a 
higher education qualification of NQF level 5 in fields of accounting, 
finance, or economics or National Diploma: Public Finance 
Management and Administration (SAQA qualification ID No. 49554) 
as required by Municipal Regulations on Minimum Competency 
Levels reg 8 and 9(GNR 493)(The is applicable to: Employee 
number: 101999 Employee name: V M Molefe)(MR) 

22) The finance officials at middle management level did not achieve 
the key financial and supply chain management competency areas 
as required by Municipal Regulations on Minimum Competency 
Levels reg 8 and 9. (MR) 

23) Financial officials at middle management’s personal development 
plan (PDP), which forms part of the performance agreement, do not 
include a condition that they must attain the required qualifications 
and competency levels by 30 September 2015 as required by 
regulation 15 and 18 of Municipal Regulations on Minimum 
Competency levels 2007. (MR) 

24) The supply chain management managers did not achieve all the 
key financial and supply chain management competency areas as 
required by Municipal Regulations on Minimum Competency Levels 
reg 8 and 9(GNR 493) (MR) 

25) The supply chain senior managers' personal development plan 
(PDP), which forms part of the performance agreement, did not 
include a condition that they must attain the required qualifications 
and competency levels by 30 September 2015 as required by 
Exemption from regulation 15 and 18 of Municipal Regulations on 
Minimum Competency levels 2007. (MR) 

Performance management compliance: 

26) An evaluation panel was not established to perform the annual 
performance of the municipal manager.as required by Municipal 
Performance Regulations reg 27(4) (d) (GNR 805). (MR) 

27) An evaluation panel was not established to perform the annual 

performance of Senior Managers, as required by Municipal 
Performance Regulations reg 27(4) (e) (GNR 805). (MR) ( Refer to 
Detailed Management Report ) 
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20 

Compliance: 

Annual 

financial 

statements 

1) The financial statements submitted for auditing were not prepared 
in all material respects in accordance with the requirements of 
section 122 of the Municipal Finance Management Act. 
Material misstatements identified by the auditors in the submitted 
financial statements were not adequately corrected and the 
supporting records could not be provided subsequently, which 
resulted in the financial statements receiving a disclaimer audit 
opinion. (AR) 

2) The 201 3/1 4 annual report was not tabled in the municipal council 
within seven months after the end of the financial year, as required 
by section 127(2) of the Municipal Finance Management Act.(AR) ( 
Refer to Detailed Management Report ) 

Municipality would: 

• Ensure that the 2015/16 financial statements 
processes are implemented on time to allow 
time to review and confirm validity, accuracy 
and completeness of all transactions. 

• Through this process, management would 
have enough time do proper year-end closure 
and preparation of financial statements which 
will go through quality review process. 

• Internal audit and audit committee would also 
perform their independent review of financial 
statements before final submission to AG. 

31 

August 

2016 

CFO and 

Municipal 

Manager 

21 

Compliance: 

Expenditure 

1) Money owed by the municipality was not always paid within 30 
days, as required by section 65(2) (e) of the MFMA. (AR) 

2) An adequate management, accounting and information system 
was not in place which recognised expenditure when it was incurred 
nor account for creditors as required by section 65(2)(b) of the 
Municipal Finance Management Act. (AR) 

3) The accounting officer did not take all reasonable steps to ensure 
that the municipality had and maintained a system of internal control 
in respect of creditors and payments as required by section 65(2)(c) 
of the MFMA. (MR) 

4) Reasonable steps were not taken to prevent unauthorised 
expenditure, irregular expenditure and fruitless and wasteful 
expenditure, as required by section 62(1) (d) of the MFMA. (AR) 

5) The accounting officer promptly informed the mayor in writing of 
unauthorised, irregular or fruitless and wasteful expenditure incurred 
by the municipality, but failed to provide the steps that had been 
taken to recover or rectify such expenditure and to prevent a 
recurrence of such expenditure as required by section 32(4) of the 
MFMA. (MR)( Refer to Detailed Management Report ) 

Municipality would: 

• Implement cash flow management processes 
reviewed on monthly basis to turnaround 
liquidity risks that the municipality is facing. 

• Cash flow management process would 

prioritize payments to improve compliance of 
paying invoices within 30 days. 

• Internal controls would be implemented to 
ensure that invoices are stamped on receipt of 
the invoice to monitor 30 days period. 

• Procurement compliance checklist would 

improve the processes to avoid irregular, 

fruitless and wasteful, and unauthorized 

expenditure. 

30 April 
2016 

CFO 

22 

Compliance: 

Asset 

management 

1) An adequate management and accounting and information 
system which accounts for assets was not in place, as required by 
section 63(2)(a) of the Municipal Finance Management Act. (AR) 

2) An effective system of internal control for assets (including an 
asset register) was not in place, as required by section 63(2) (c) of 
the Municipal Finance Management Act. (AR) ( Refer to Detailed 
Management Report ) 

Department of Finance appointed JBFE to 
technically support the municipality in compiling 
GRAP 17 Compliant Asset Register for both 
movable and immovable assets. 

JBFE has already started with the process of 
compiling asset register and would develop 
detailed action plan of compiling asset registers 

31 March 
2016 

CFO 
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Compliance: 

Liabilities 

1) An adequate management and accounting which accounts 
for liabilities was not in place, as required by section 63(2) (a) 
of the MFMA. (AR) 

2) An effective system of internal control for liabilities 
(including a liability register) was not in place, as required by 
section 63(2) (c) of the MFMA. (AR) ) ( Refer to Detailed 
Management Report ) 

Municipality would: 

1. Introduce loans register to be managed and 
reviewed by the Investment and Capital Project 
Committee. 

2. Review payment terms of short-term portion of 
loans against cash flow position of the municipality. 
Where there would be deviations, engage lenders to 
re-negotiate the terms. 

30 April 
2016 

CFO 

24 

Compliance: 

Grants 

1) Quarterly non-financial performance reports were not 
submitted for MIG to the transferring national officer and the 
relevant provincial treasury within 30 days after the end of 
each quarter as required by sections 12(2)(c) of the Division of 
Revenue Act. (MR) 

2) Municipal infrastructure Grant funds were retained or 
rollover to the next financial year without seeking the approval 
of the National Treasury, as required by sections 22(1) of 
the Division of Revenue Act.(AR) 

3) Sufficient appropriate audit evidence could not be obtained 
that the Municipal Systems Improvement Grant allocation was 
spent in accordance with the applicable grant framework, as 
required by section 1 7(1 ) of the Division of Revenue Act.(AR) 

4) Quarterly non-financial performance reports were not 
submitted for MSIG to the transferring national officer and the 
relevant provincial treasury within 30 days after the end of 
each quarter as required by sections 1 2(2)(c) of the Division of 
Revenue Act. (MR) 

5) The municipality did not evaluate its performance in respect 
of programmes or functions funded by the Municipal Systems 
Improvement Grant allocation, as required by section 12(5) of 
the Division of Revenue Act (AR) 

6) Municipal Systems Improvement Grant funds were retained 
or rollover to the next financial year without seeking the 
approval of the National Treasury, as required by sections 
22(1 ) of the Division of Revenue Act.(AR) 

7) Sufficient appropriate audit evidence could not be obtained 
that the Local Government Financial Management Grants 
allocation was spent in accordance with the applicable grant 
framework, as required by section 17(1) of the Division of 

Municipality would: 

1. Integrate grants performance review to monthly 
cash flow review to avoid under-spending and ensure 
compliance with grants conditions. 

2. Where there would be roll-over of unspent grants, 
ensure that the municipality complied with minimum 
requirements for roll-over application to be 
considered by National Treasury. 

3. Submit roll-over applications on time accompanied 
by sufficient evidence to National Treasury 

30 April 
2016 

CFO and 

Municipal 

Manager 
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Revenue Act. (AR) 

8) Quarterly non-financial performance reports were not 
submitted for FMG to the transferring national officer and the 
relevant provincial treasury within 30 days after the end of 
each quarter as required by sections 12(2)(c) of the Division of 
Revenue Act. (MR) 

9) The municipality did not evaluate its performance in respect 
of programmes or functions funded by the Local Government 
Financial Management Grant allocation, as required by section 
12(5) of the Division of Revenue Act. (AR) 

10) Before the commencement of the financial year, a 
payment schedule with the local municipality was 
not agreed or submitted to the National Treasury as required 
by section 29(5)(a) of the Division of Revenue Act. (MR) 

11) Transfers were not made in accordance with the payment 
schedule submitted to National Treasury as required by 
section 29(5) (b) of the Division of Revenue Act. (MR) ( Refer 
to Detailed Management Report ) 




25. 

Compliance: 

Consequences 

management 

Unauthorised, Irregular, Fruitless and wasteful expenditure 
incurred by the municipality were not investigated to determine 
if any person is liable for the expenditure, as required by 
section 32(2)(a)(ii) of the Municipal Finance Management Act. 
(AR) 

This non-compliance would be addressed by action 
plan no. 15 above in relation to irregular expenditure 
audit qualification. 

31 March 
2016 

Municipal 

Manager 

26 

Environmental: 
Roles and 

responsibilities 

During meetings and visits performed to the local 
municipalities within the jurisdiction area of Ngaka Modiri 
Molema District Municipality, various discrepancies and 
challenges were identified that prevents this district office to 
properly and effectively perform their mandated roles and 
functions. The main challenges and concerns include (but 
not limited to). (Refer to detailed management report) 

The district municipality is not responsible for the 
collection, storage, transportation and disposal of 
solid waste and the management and ownership of 
the landfill sites unless the landfill site is a regional 
one. The Local municipalities are responsible for 
waste management in their areas hence them billing 
for waste services of consumers. The district 
municipality has currently developed the draft 
Integrated Waste Management Plan (IWMP) that 
awaits tabling before the Council and submission for 
approval to the MEC. The IWMP will assist the district 
and its local municipalities to deal with waste 
management issues. 

30 June 
2016 

Municipal 

Manager 
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27 

Disclosure: 

Unauthorise 

d 

expenditure 

1) The municipality disclosed unauthorised 
expenditure in note 34 to the financial 
statements in the amount of R401 105 016 for 
the current year and an opening balance of R66 
712 142. The municipality therefore indicated 
that they have contravened the MFMA in this 
regard. 

2) No documentation exist to substantiate that 
the municipality adhered to section 32(2) of the 
MFMA that required that the unauthorised 
expenditure, irregular and fruitless and wasteful 
expenditure have been recovered from the 
person liable for these expenditure or 
alternatively documentation reflecting the 
investigation into these matters and the results 
for condonement by Council. 

3) A detailed report that agrees with the annual 
financial statement that divides the actual 
expenditure into the difference votes could not 
be obtained. 

For unauthorised expenditure: 

1 .Determine if there was council resolution to condone 

2. If there was resolution, request Council to rescind the resolutions to 
allow due process to unfold as required by Sec 32, MFMA. 

3. Reverse all condoned unauthorised expenditure which did not follow due 
process. 

Recalculate unauthorised expenditure at vote level from 2012/13 financial 
period and to follow the due process. 

30 June 
2016 

CFO 

28 

Disclosure: 

Irregular 

expenditure 

There is an unexplained difference between the 
listing of the prior year amount of R344 230 158 
and that of the amount disclosed in the AFS 
of R345 810 366. The unexplained difference is 
R1 580 207 

Municipality would: 

1 . Determine if there was council resolution to condone R345 81 0 366 and 
R787 120 957 in 2014 and 2013 respectively. 

If there was resolution, request Council to rescind these resolutions to 
allow due process to unfold as required by Sec 32, MFMA. 

2. Develop Irregular Expenditure Register to account for all irregular 
expenditure and this would require going as far back as the period irregular 
expenditure was qualified. This would be appropriate to ensure that the 
opening irregular expenditure balance and comparative movement are 
adequately supported. 

3. To reverse all irregular expenditures and unexplained differences relating 
to prior years. 

4. To request the Auditor-General for an interim audit on the matter. 

30 June 
2016 

CFO 
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29 

Disclosure: 
GRAP 104 

With reference to the disclosure requirements the 
following weaknesses have been discovered in the 
disclosure of financial instruments. (Refer to detailed 
management report). 

Ensure that financial instruments are correctly and completely 
disclosed as required by GRAP 104, Financial instruments, in the 
financial statements 

Furthermore, the municipality would: 

1 . Review debtors for validity and recoverability. 

2. Where there is no detailed listing or support for debtors, propose 
write-off to Council. 

3. Ensure that all staff debtors are supported by sufficient evidence 
(proof of loan, proof of overpayment or acknowledgement of debt) 

4. Ensure that any provision for impairment would be compliant to 
GRAP 104 by assessing recoverability of debtors individually. 

30 June 
2016 

CFO 

30 

Disclosure: 
Fruitless and 
wasteful 
expenditure 

The following fruitless and wasteful expenditure was 
identified in the prior year, however management did 
not provided for the fruitless and wasteful expenditure 
as reported. (Refer to detailed management report). 

Municipality would 

• Prepare a register of fruitless and wasteful expenditure to be 
updated every time transaction is identified and reviewed on 
monthly basis. 

• Prepare and update a file containing support for the fruitless and 
wasteful expenditure. 

29 

February 

2016 

CFO 

31 

Prior period 
errors 

As a result of the adjusted comparative figures, and 
the work performed on the adjustment, it was 
determined the adjustment did not correct any of the 
prior year reported matters, and therefore the following 
paragraphs relating to the prior year will be reported 
again in the audit report of the municipality for 201 5: 

1 . Expenditure 

2. Inventories 

3. Cash and cash equivalents 

4. Unspent conditional grants and receipts 

5. Loans 

6. Provisions 

7. Employee cost 

8. Financial instruments 

9. Aggregation of immaterial uncorrected 
misstatements 

(Refer to detailed Management Report). 

Municipality would: 

• Review all the adjustment against accumulated surplus to 
ascertain if supporting evidence is available, if not reverse those 
transactions. 

• In addressing other major components from prior periods, 
accumulated surplus would be addressed as it is residue of assets 
against liabilities. 

30 April 
2016 

CFO 
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32 

Disclosure: 

New 

standards 

The following required disclosure of new 
standards, not yet effective was found not to 
have been disclosed: 

In July 2014, the minister of Finance 
prescribed the application of the following 
Standards of GRAP for financial years 
beginning on or after 1 April 2015: 

1. GRAP 105 Transfers of functions 

between entities under common control 

2. GRAP 106 Transfers of functions 

between entities not under common 
control 

3. GRAP 107 Mergers 

The following required disclosure of new 
standards, not yet approved and effective was 
not found to be disclosed: 

I.The ASB has issued the following 

additional standards of GRAP for which 

effective dates have not yet been gazetted 

by the minister of Finance: 

- GRAP 1 8 Segment reporting 

- GRAP 20 Related party disclosures 

- GRAP 32 Service concession 

arrangements: Grantor 

- GRAP 1 08 Statutory receivables 

- GRAP 109 Accounting by principals and 
agents 

- IGRAP 17 Service concession 

arrangements where a grantor controls a 
significant residual interest in an asset. 

Municipality would: 

• Ensure that 2015/16 Financial Statement preparation, disclosure 
requirements are implemented on time to allow time to review and confirm 
validity, accuracy and completeness of all transactions. 

• Through this process, management would have enough time do proper 
year-end closure and preparation of financial statements which will go 
through quality review process. 

• Internal audit and audit committee would also perform their independent 
review of financial statements before final submission to AG. 


CFO 
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33 

SCM: 

Quotations 

The following non-compliance and irregular expenditure (where 

applicable) was identified for quotations tested: 

For transaction below RIO 000 

1) The provider with the lowest price quote or that scored the 
highest on other predetermined criteria was not selected as 
required by SCM reg.16 ( e) 

2) No proof that there are no indications that officials or other role 
players involved in the procurement process or their close 
family members/ partners/ associates received any rewards/ 
gifts/ favours/ hospitality/ benefit directly or indirectly of more 
than R350 from the winning provider as required by SCM reg 
46(2) (c) & (6) and SCM reg 47(1) & (3) could be obtained. 

For transactions between RIO 000 and R30 000 

3) Written price quotations were not obtained from at least three 
different prospective suppliers as required by SCM reg. 12(1) 
(c)& 17(a). 

4) The winning provider did not submit a declaration of interest as 
required by SCMreg 13 (c). 

For transaction between R30 000 and R200 000 

5) Written price quotations were not obtained from at least three 
different prospective providers as required by SCM reg. 

1 2(1 )(c) & 17(a) and were not reported to the next council 
meeting and the deviation is not disclosed in the notes to the 
annual financial statements. as required by SCMreg 36(2) 

6) The request for quotations was not advertised for at least seven 
(7) days on the website and official notice board of the 
municipality or municipal entity as required by SCMreg 18(a). 

7) The winning provider did not submit an original/valid certified- 
copy of Tax Clearance Certificate certifying the tax affairs of 
that person to be in order or that suitable arrangements have 
been made with SARS. Alternatively the municipality/ municipal 
entity obtained the tax clearance from SARS. as required by 
PPR 1 4 &SCMreg 1 3(b) &SCMreg 43. 

8) The winning provider did not submitted a declaration of interest 
as required by SCMreg 13 (c). 

Municipality would: 

• Develop Irregular Expenditure Register to account for 
all irregular expenditure and this would require going as 
far back as the period irregular expenditure was 
qualified. This would be appropriate to ensure that the 
opening irregular expenditure balance and comparative 
movement are adequately supported; 

• This process entails going through all payments 
vouchers (bid files for contracts over R200 000, and 
expenditure between RIO 000 and R200 000) from cash 
book to ensure completeness and occurrence of 
expenditure. 

• Going through all payments vouchers for transaction 
between R30 000 and R200 000 

• Engage Pastel consultants to implement the use of 
inventory module. 

• Ensure that all additions and issues of stock items are 
accounted accurately and supporting documents 
(Delivery note, GRN & invoices) are properly filed. 

• Ensure that all unit prices are correctly captured on 
receipt of inventory to ensure accurate valuation at year 
end with supporting invoice. 

• Prepare monthly inventories’ reconciliation 

• Undertake half-year and year-end full physical 
verification of inventories. 

31 March 
2016 

CFO 
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34 

SCM: 

Competitive 

bids 

1) Goods and services with a transaction value of more than R 200 000 or 
long-term contracts were not procured through a competitive bidding 
process as required by SCMreg 19(a) (will result in irregular 
expenditure) 

2) The expenditure or any part there-off (e.g. interest paid) was made in 
vain and/ or could have been avoided it reasonable care had been 
exercised as required by MFMA sec 62(1 )(d) & MFMA sec 95(d) 

3) The bid was not advertised tor a minimum period of not less than 30 
days in the case of transactions over R10 million (Vat included) or of 
long term nature, or 14 days in any other case as required by SCM reg. 
22(1 )(b)(i) 

4) The bid was not advertised in a newspaper commonly circulating 
locally, the website of the municipality/ municipal entity or any other 
appropriate ways - which may include advertising in the Government 
tender bulletin as required by SCMreg 22(1 )(a) 

5) The entries in the register and the bid results were not published on the 
website of the municipality or municipal entity as required by SCMreg 
23(c)(iii) 

6) A bid adjudication committee did not make the final award or 
recommendation to the accounting officer in accordance with the 
auditee's SCM policy as required by SCMreg 29(1 )(b) 

7) The winning provider did not submit an original/valid certified-copy of 
Tax Clearance Certificate certifying the tax affairs of that person to be 
in order or that suitable arrangements have been made with SARS. 
Alternatively the municipality did not obtained the tax clearance from 
SARS as required by PPR 14 &SCM reg 13(b) & SCM reg 43 

8) The winning bidder did not furnish the following documents as required 
by SCM reg 21 (d) (i) (ii) (iii) (Refer to detailed Management Report). 

9) Bids were not evaluated in accordance with the preference point 
system as prescribed by the PPPF Act as required by SCM reg. 
28(1 )(a)(ii) 

10) The winning provider did not submit a declaration of interest as 
required by SCM reg 1 3(c)(i) and the following was declared: (This will 
result in irregular expenditure) 

i) Whether he/she is in the service of state or has been in the service of 

state for the previous twelve (1 2) months. (Refer to detailed Management 

Report). 
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35 

SCM: 

Contract 

managemen 

t 

1 ) The contract performance measures and the 
methods whereby it is monitored are not 
sufficient to ensure effective contract 
management as required by MFMA sec 
116(2) (c). 

The providers who are not performing in 
accordance with the contracts/ service level 
agreements the applicable penalties have not 
been invoked and the contracts were 
not terminated for default as required by 
GCC (2010) clause 22 & 23 

2) Extension/ modification to the contract 
(including variation orders): 

ii) the reasons for the proposed amendment 
were not tabled in the council of the 
municipality as require by MFMA sec 

1 16(3)(a) 

iii) was not approved by a delegated official 
as required by SCM reg. 5. 

The extension, expansion or variation is 
not justifiable and indicative circumvention of 
SCM processes. 

3) The total payments made under the contract 
up to date do not exceed the original contract 
price plus any further approved extensions to 
the contract as required by SCM reg. 5 




36 

Journal 

entries 

Supportive 

documentati 

on not 

provided 

The following journal documentation could not 
be obtained and no supporting evidence could 
be obtained to determine the amount, 
occurrence and classification. (Refer to detailed 
Management Report). 

Municipality would: 

Implement the system of scanning Portfolio of Evidence to ensure that 
there is enough evidence to support the reported journal entries 
information. 

- The Internal Audit assists with auditing journal entries information during 
the year and ensures that recommendations are implemented. 

30 June 
2016 

CFO 
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37 

Property, 
plant and 

equipment - 
Difference 
between 
general 
ledger and 
asset 

register and 
non- 
disclosure 

1) Differences between the general ledger and the asset 
register for infrastructure assets for the 2014/15 and 
2013/14 year occurred. The material differences 
between the underlying records and the general ledger 
resulted in us not being able to audit the buildings and 
infrastructure assets included in the property, plant and 
equipment balance. We were unable to obtained an 
asset register for property, plant and equipment other 
than buildings and infrastructure assets R 78 558 511 
(2014: R 75 264 137) . The disclaimer paragraph issued 
in the prior period audit will therefore remain with regard 
to property, plant and equipment. As a result of the 
deficiencies in the asset register and differences 
identified between the asset registers and the general 
ledgers, we are also unable to determine the effect it 
would have on the depreciation expense for the current 
and the prior year. The tables below contain the detail of 
the differences for building and infrastructure 
assets, between the general ledger and the underlying 
records for both years 2015 and 2014: 

2a) The municipality did not disclose the reconciliation for 
each asset class of PPE as required, nor did it disclose 
the additions and depreciation per asset class. 

2b) Due to the weaknesses in the asset register and 
disclosure, we were unable to determine whether the 
municipality had to make disclosures in terms of 
GRAP17.81(a) as to the existence and amounts of 
restrictions on title for property, plant and equipment 
pledged as securities for liabilities 

2c) The municipality did not disclose the amount of 
expenditures recognised in the carrying amount of an 
item of property, plant and equipment in the course of its 
construction as required by GRAP1 7.81(b) 

3a) The municipality did not disclose the reconciliation for 
each asset class of intangible assets as required, nor did 
it disclose the additions, disposals and amortisation per 
asset class. 

Department of Finance appointed JBFE to technically support 
the municipality in compiling GRAP 17 Compliant Asset 
Register for both movable and immovable assets. 

JBFE has already started with the process of compiling asset 
register and would develop detailed action plan of compiling 
asset registers 

31 March 
2016 

CFO 
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38 

PPE: 

The following contracts were inspected and found that the 

1. Department of Finance appointed JBFE to technically support 

31 March 

CFO 


Contract 

retention monies calculated on the payment was not done 

the municipality in compiling GRAP 17 Compliant Asset Register 

2016 

and 


managemen 

in accordance with the contract. (Refer to detailed 

for both movable and immovable assets. 


PMU 


t 

Management Report). 

JBFE has already started with the process of compiling asset 
register and would develop detailed action plan of compiling 
asset registers 



39 

inventories - 

1) Differences between the general ledger and the stock 

Municipality would: 

30 June 

CFO 


Difference 

listings for both the 2014/15 and the 2013/14 years 

1 . Engage Pastel consultants to implement the use of inventory 

2016 



between GL 

occurred. The material differences between the 

module. 




and 

underlying records and the general ledger resulted in 

2. Ensure that all additions and issues of stock items are 




underlying 

us not being able to audit the inventory balance. The 

accounted accurately and supporting documents (Delivery note, 




records 

disclaimer paragraph issued in the prior period audit will 

GRN & invoices) are properly filed. 





therefore remain with regard to inventories. The table 

3. Ensure that all unit prices are correctly captured on receipt of 





below contain the detail of the difference between the 

inventory to ensure accurate valuation at year end with 





general ledger and the underlying records. (Refer to 

supporting invoice. 





detailed Management Report). 

4. Prepare monthly inventories’ reconciliation 





2) The amount of inventories recognised as expense 

5. Undertake half-year and year-end full physical verification of 





during the current period has not been disclosed. 

inventories. 



40 

Inventory 

The following is an extract of duplicated items in the 





Inventory 

inventory listing: 





listing 

- Stationary 

- Raw Material 






The following items don't recalculate to the amount in the 
inventory listing. (Refer to detailed Management Report). 






The following items are classified as slow moving stock. . 
(Refer to detailed Management Report). 






The following item don’t have a unit price in the inventory 
listing. (Refer to detailed Management Report). 




41 

Inventory 

The following items on the stock card don't have issue 





No issue 

voucher as 
per stock 

vouchers. (Refer to detailed Management Report). 
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42 

Inventory 

Unit prices 

The following information for unit prices of inventory 
for the following units could not be obtained 

- Raw Material 

- Stationary 

- Signs 

(Refer to detailed Management Report). 




43 

Expenditure: 

Quotations 

and 

contracts not 
obtained 

The following vouchers did not have quotation 
and/contracts attached. (Refer to detailed 
Management Report). 

Municipality would: 

Ensure that staff and management in SCM follow the rules and 
regulations set out in the policy. 

30 June 
2016 

CFO 

44 

Expenditure: 

Completene 

ss 

1) The following supplier invoices has not been 
recorded in the general ledger, therefore payables 
and expenditure/PPE is understated by the 
following amounts. (Refer to detailed 
Management Report). 

2) The rental expense paid to Living water is 
incomplete, the contract value R685 871.82, 
however the above as indicated in the GL is R571 
560.05 the difference R114 311.77. The amount 
in the GL is the amount that was paid and it was 
determined that 12 payments for the year did not 
occur. 

3) Through inspection the GL for 12 month payments 
for Nashua it was determined that only invoices 
have been captured for the year, the amount that 
the expenditure is understated by could not be 
determined as the invoice cannot be obtained and 
there is no creditors statement of account for 
Nashua. 

Municipality would 

1 .Implement document management system by:- 

• requesting assistance from the Department of Culture Arts and 
Traditional Authority (CATA) regarding the implementation of the file 
and record management system; 

• have a designated and access controlled filing space for supporting 
documents; 

• look at the feasibility of introducing an electronic document filing 
system; 

2. Perform sequential review of supporting documents in the filing 
room for 2014/15 financial period. Where documents cannot be found, 
reproduce the supporting documents through consultation with 
suppliers. 

30 June 
2016 

CFO 

45 

Grant: 

Expenditure 

As the grant register for all the grants could not be 
obtained, we could not determine if the following 
grant expenditure complies with grant conditions. 
(Refer to detailed Management Report). 

Municipality would: 

1. Integrate grants performance review to monthly cash flow review to 
avoid under-spending and ensure compliance with grants conditions. 

2. Prepare and review monthly reconciliations for each category of 
conditional grants. 

30 June 
2016 

CFO 
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46 

Payables 
Overstateme 
nt, revenue 
included as 
part of 

payables 

As part of other creditors stated at R69 163 421 and (2014: 
R67 573 591) in note 14 to the financial statements, the 
following account "Yard connection" in the general ledger 
with a balance of R6 447 251 .56 (2014: R4 857 385.50) 
respectively, which is not supported by documentation to 
justify that these balances still meet the recognition criteria of 
payables as the service in our view have already been 
rendered for most of these pre-payments made by 
consumers. Revenue is understated and 

payables overstated, the amount cannot be determined as 
the exact connections made cannot be determine at each 
reporting date. 

The following transactions were inspected and found that the 
yard connection service has been delivered however the 
revenue was never allocated. 

(Refer to detailed Management Report). 

Municipality would: 

Ensure that when yard connections are made, the revenue is 
moved from payables to revenue accounts in the accounting 
records. 

30 June 
2016 

CFO 

47 

Payables 

Leave 

accrual 

1) The following leave accrual was calculated incorrectly on 
basic instead of cost to company: 

The actual error identified is R600 041.38 and the total 
projected error, when extrapolated is calculated to be R 

1 1 052 614 understatement of the leave accrual. 

2) The following employee was found to have leave days 
accrued at year end, but was not included on the listing for 
leave pay accrual. (Refer to detailed Management Report). 

3) The leave days of the following employees selected on the 
listing did not agree to the leave days as per the system. 
(Refer to detailed Management Report). 

4) The following unexplained difference was determined 
when comparing the leave pay provision listing to the AFS 
and GL. (Refer to detailed Management Report). 

5) However as the leave records cannot be relied upon as it 
was proven to be incomplete and some entries could not 
be verified to exist, and the leave pay provision relies on 
this information the leave pay provision could not be 
confirmed to be correct. Therefore the entire balance could 
not be confirmed of R 1 8 375 41 2. 

The municipality would: 

Ensure that the relevant department (that is Budget & 
Treasury office and Human Resource) use cost to company 
when calculating the leave pay accrual as required by the 
BCEA. 

30 June 
2016 

CFO 
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48 

Payables: 
Listings not 
obtained. 

No listing was received for the following line items of 
payables. (Refer to detailed Management Report). 

The municipality would : 

Ensure that proper records (that is, schedules or creditors listing) 
are kept, detailed enough to identify creditors and suspense 
creditors or accruals included in these creditors amount to 
identify the creditor. 

30 June 
2016 

CFO 

49 

Payables 

The municipality does not have a system in place to 

The municipality through Budget and Treasury Office is engaging 

30 June 

CFO 


Retentions 

not 

accounted 

account properly for retentions. The retention remained 
the same balance in 201 5 as in 201 4 financial year of R78 
241 574 although note 2 in the financial 
statements indicate an increase in the cost of 
infrastructure of R119 057 650. We were unable to 
determine the completeness or existence or valuation of 
this balance, as the municipality could not provide us with 
any kind of supportive documentation for this balance. 

We have as part of the planning process identified that the 
amount for retention of R18 253 has not been recognised 
as retention creditor or updating property, plant and 
equipment accounts for contract number NMMDM001923 
on payment certificate 11 received from TIotloThlago 
Transport and Plant Hire JV where a 5 percent retention 
was withheld on the net of retention invoice amount of 
R395 359.98 (inclusive of VAT). 

Project Management Unit (PMU) and the Asset Management 
Consultants (i.e. JBFE) send by Provincial Treasury in order to 
formalise the tracking and recognition of Retention from the 
project initiation stage 

2016 

and 

PMU 

50 

Payables: 

Prior period 
adjustments 

Previous the total balance of payables was reported as 
R286 755 872 as per the previous audit, in the current 
year the comparative is reported as R471 850 571, 
indicating a prior period adjustment of R 185 094 699. 
Note 31 of the annual financial statements indicates only 
an adjustment of R178 355 399 was made to the 
payables balance, this is incorrect. Misstatement identified 
is R6 739 360. 

Also no supporting documentation could be obtained for 
the adjustment of R1 78 355 399. 

Ensure that prior period error disclosure note complies with 
GRAP 3 by disclosing the nature and amounts of all the 
correction of errors. 

To request the Auditor-General for an interim audit on the matter. 

30 April 
2016 

CFO 
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51 

Payables: 
Unexplained 
differences 
between the 
listing and 
the AFS 

The following unexplained difference between the 
creditors age analysis and the general ledger was 
identified. (Refer to Detailed Management Report) 




52 

Payables: 
Creditors 
with debit 
balances 

The following creditors as part of the creditors listing, 
have debit balances and were disclosed as part of 
payables and not part of current assets in the financial 
statements. (Refer to Detailed Management Report) 

Municipality would: 

Ensure that creditors account with valid debit balances would be 
reclassified to receivables to ensure accurate disclosure 

30 June 
2016 

CFO 

53 

Payables 

:Reconciliati 

on 

misstatemen 

ts 

1. The following creditor reconciliations could not be 
obtained: (These just represent an extract of all the 
creditors tested). (Refer to Detailed Management Report) 

2. The following unexplained differences between the 
creditor’s reconciliation and the creditors listing were 
identified. (Refer to Detailed Management Report) 

Municipality would: 

Ensure that proper detailed reconciliation are kept at all times for 
all creditors. 


CFO 

54 

Payables: 

Bonus 

accrual 

misstated 

The bonus accrual is understated with R136 370 as per 
our calculations. The following two tables show errors 
occurring that contributed to this misstatement. (Refer to 
Detailed Management Report) 

Municipality would: 

Ensure that detailed reconciliation of all the bonus accruals are 
kept at all times. 

30 June 
2016 

CFO 
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55 

AOPI: 

1) No evidence could be obtained that the municipal manager 

1 ) The adopted IDP document for the year under review was 

30 June 

Municip 


Compliance 

of the municipality submitted a copy of any subsequent 

submitted to the MEC’s office, however with regards to 

2016 

al 



amendments to the IDP as adopted by council, to the MEC for 

mentioning the effected amendments on the projects, the 


Manage 



local government within 10 days of the amendment of the plan 

matter will be resolved during the assessment of 2015/2016 


r, CFO, 



as required by MSA sec 32(1) (MR) 

IDP review. 


Manage 
r: PMS 
and 



2) Key performance indicators, including input and output 

2) The municipality to ensure that it includes input 




indicators , in respect of each of the development priorities and 

and output indicators , in respect of each of the development 


Manage 



objectives were not set out in the IDP, as required by section 

priorities and objectives were not set out in the IDP, as 


r: IDP 



41(1)(a) of the MSA and the Municipal planning and 

required by section 41(1 )(a) of the MSA and the Municipal 





performance management regulation 1 and 9(1 )(a). (AR) 

planning and performance management regulation 1 and 
9(1 )(a). (AR) in 2015-2016 financial year in the IDP 





3) Measurable performance targets for the financial year were 

document 





not set in the IDP, for each of the key performance indicators 
and with regard to each of the development priorities or 

3) The municipality to ensure that Measurable 





objectives, as required by section 41(1 )(b) of the MSA and the 

performance targets for the financial year were not set in the 





Municipal planning and performance management regulations 

IDP, for each of the key performance indicators and with 





12(1) and 12(2)(e). (AR) 

regard to each of the development priorities or objectives, as 
required by section 41(1) (b) of the MSA and the Municipal 





4) Performance targets set were not commiserating with 

planning and performance management regulations 12(1) 





available resources and the municipality's capacity as required 

and 12(2) (e). (AR) 





by Local Government Municipal Planning and Performance 

4 we acknowledge that the budget and the IDP are not 





Management Regulations (GNR 796 of 24 August 2001) Reg. 

aligned. The municipality will develop a financial recovery 





12(2)(c)&(d) (MR) 

plan to address the identified issue in 2015-2016 financial 





5) When the budget was tabled measurable performance 






objectives for revenue from each source and for each vote in 

5)Manager PMS and the CFO will ensure that when the 





the budget, did not accompany the new budget as required by 

budget is tabled measurable performance objectives for 





MFMA: Municipal Budget and reporting regulations (GN 393 of 

revenue from each source and for each vote in the budget 





17 April 2009) Reg 14(1) (MR) 

will accompany the new budget as required by MFMA in the 
201 6-201 7financial year 





6) Resolutions dealing with the approval of revisions to the 
monthly and quarterly service delivery targets and 

6. The SDBIP was not revised for 14-15 because it was not 





performance indicators in the SDBIP(if any) to correspond with 

tabled timeously, but for 15-16 we will ensure that the 





the approval of the adjustments budget were not adopted as 

SDBIP is revised in line with section 54 mfma. In 2015-2016 





required by MFMA: Municipal Budget and reporting regulations 
(GN 393 of 2009) reg. 25, Schedule B sub paragraph 4. (MR) 

7 to ensure that the mayor's report accompanying the mid- 
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7) The mayor's report accompanying the mid-year budget and 
performance assessment did not provide a summary of 
whether the municipality's budget is being implemented in 
accordance with the SDBIP as required by MFMA: Municipal 
Budget and reporting regulations (GN 393 of 2009) reg. 33, 
Schedule C sub paragraph 7 & 8.. (MR) 

8) The municipal manager did not submitted to the National 
Treasury and the relevant provincial treasury, in both printed 
and electronic form, the mid-year performance assessment by 
25 January 2015 as required by MFMA: Municipal Budget and 
reporting regulations (GN 393 of 2009) reg. 35. (MR) 

9) The performance of the municipality were not assessed 
during the first half of the financial year, as required by section 
72(1 )(a)(ii) of the MFMA.(AR) 

10) The accounting officer of the municipality did not submit 
the mid-year performance assessment report to the mayor of 
the municipality, the National Treasury and the relevant 
provincial treasury as required by MFMA sec 72(1 )(b) (MR) 

11) The mechanisms, systems and processes for the 
monitoring, measurement and review of performance were not 
designed in a manner that enables the municipality to detect 
early indications of under-performance nor provide for 
corrective measures where under-performance has been 
identified as required by MSA sec41(1)(c) & (d) (MR) 

12) The annual performance report for the year under review 

did not include 

- a comparison with the previous financial year and 

measures taken to improve performance, 
as required by section 46 (1 ) (b) / (c) of the MSA. (AR) 

13) The performance management system and related 

controls were not maintained as it did not describe and 
represent the processes of performance monitoring, 
measurement, review, reporting and improvement and how it 
is conducted, organised and managed, as required by sections 
38 of the MSA and regulation 7 of the Municipal planning and 
performance management regulations. (AR) 
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year budget and performance assessment did not provide a 
summary of whether the municipality's budget is being 
implemented in accordance with the SDBIP as required by 
MFMA: Municipal Budget and reporting regulations (GN 393 
of 2009) reg. 33, Schedule C sub paragraph 7 & 8.. (MR) in 
2015-2016 

8 for 2015-2016 the municipality will ensure that the 
municipal manager did not submitted to the National 
Treasury and the relevant provincial treasury, in both printed 
and electronic form, the mid-year performance assessment 
by 25 January 2015 as required by MFMA: Municipal 
Budget and reporting regulations (GN 393 of 2009) reg. 35. 
(MR) 

9) Performance for the municipality will be assessed in the 
2015-2016 financial year 

1 0) The accounting officer of the municipality will submit the 
mid-year performance assessment report to the mayor of 
the municipality, the National Treasury and the relevant 
provincial treasury as required by MFMA sec 72(1 )(b) (MR) 
by the end of January 201 6 

11) will follow the PMS Framework to ensure that corrective 
measures are implemented by departments in the 2015- 
2016 financial year 
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56 

AOPI: 

Usefulness - 

Measurabilit 

y of Basic 

services 

development 

priority 

The measurability of planned targets and indicators could not 
be assessed due to a lack of technical indicator descriptions 
and formal standard operating procedures and documented 
system descriptions and substantial relevant proof to support 
presentation could be obtained. (Refer to Detailed 
Management Report) 

1. Developed indicators according to the SMART 
principal 

2. There’s alignment of indicators, Targets and actual 
Performance 

3. Verification of Portfolio of Evidence with Internal 
Audit and Develop Standard Operating Procedures 

July 2015 

Manage 
r: PMS 

57 

AOPI 

Usefulness 
of Financial 
viability 

The measurability of planned targets and indicators could not 
be assessed due to a lack of technical indicator descriptions 
and formal standard operating procedures and documented 
system descriptions and substantial relevant proof to support 
presentation could be obtained. (Refer to Detailed 
Management Report) 

1. Developed indicators according to the SMART 
principal 

2. There’s alignment of indicators, Targets and actual 
Performance 

3. Verification of Portfolio of Evidence with Internal 
Audit and Develop Standard Operating Procedures 

July 201 5 

Manage 
r: PMS 

58 

AOPI: 
Usefulness 
of good 

governance 
and public 
participation 
development 
priority 

The measurability of planned targets and indicators could not 
be assessed due to a lack of technical indicator descriptions 
and formal standard operating procedures and documented 
system descriptions and substantial relevant proof to support 
presentation could be obtained. (Refer to Detailed 
Management Report) 

1. Developed indicators according to the SMART 
principal 

2. There’s alignment of indicators, Targets and actual 
Performance 

3. Verification of Portfolio of Evidence with Internal 
Audit and Develop Standard Operating Procedures 

July 201 5 

Manage 
r: PMS 

59 

AOPI: 

Reliability - 
Basic 

services and 
infrastructur 

e 

development 

The following indicators' disclosed results were found not to be 
reliable. (Refer to Detailed Management Report) 

1. Developed indicators according to the SMART 
principal 

2. There’s alignment of indicators, Targets and actual 
Performance 

3. Verification of Portfolio of Evidence with Internal 
Audit and Develop Standard Operating Procedures 

July 2015 

Manage 
r: PMS 

60 

AOPI: 

Reliability - 

Financial 

viability 

The following indicator's result was found not to be reliable. 
(Refer to Detailed Management Report) 

1. Developed indicators according to the SMART 
principal 

2. There’s alignment of indicators, Targets and actual 
Performance 

3. Verification of Portfolio of Evidence with Internal 
Audit and Develop Standard Operating Procedures 

July 2015 

Manage 
r: PMS 
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61 

AOPI: 

Reliabilitope 
d y - Good 
governance 
and public 
participation 

The following indicators' disclosed results were found not to 
be reliable. (Refer to Detailed Management Report) 

1. Developed indicators according to the SMART 
principle 

2. There’s alignment of indicators, Targets and actual 
Performance 

3. Verification of Portfolio of Evidence with Internal 
Audit and Develop Standard Operating Procedures 

July 201 5 

Manage 
r: PMS 

62 

AOPI: 

Internal 

control 

1) Along with the Performance management system, a 
standard operating procedure for each indicator should be 
developed, and the municipality has no such standard 
operating procedures. 

2) The monitoring and of performance does not appear to 
have occurred during the year as required by the PMS. 

3) The following internal control deficiencies were identified 
during the performance information audit process: 

1. The PMS unit developed the Standard Operating 
Procedure in line with Senior Managers SDBIP and 
worshipped departments with regards to the 
template. 

2. Indicators which do not meet the SMART principle 
are reviewed and coined correctly 

July 2015 

Manage 
r: PMS 

63 

AOPI: 

Corrective 

measures 

Supporting documentation could not be obtained that the 
following corrective measure has already been taken as 
required by the by section 46 (1) (b) / (c) of the MSA. . (Refer 
to Detailed Management Report) 



Manage 
r: PMS 

64 

Receivables 

No 

supportive 
documentati 
on for the 
balance in 
the general 
ledger 

We were unable to obtain a debtors listing or any other 
supportive documentation to substantiate the balances of 
receivables from exchange transactions in both the current 
and the comparative year. The unsupported balances of 
receivables from exchange transactions resulted in us not 
being able to audit these balances. A disclaimer paragraph 
will be issued with regard to the prior and the current period. 
As a result of the deficiencies in the recordkeeping of debtor’s 
listings, we are also unable to determine the effect it would 
have on the recoverability of these receivables and the 
potential bad debt expense for the current and the prior year. 
The table below contain the detail of the accounts which were 
not supported by documentation and differ from the 
underlying records if the supportive documentation was 
provided: (Refer to Detailed Management Report) 

The municipality would : 

Ensure that the general ledger balances are supported by 
underlying records, in this case the debtor’s listings. Further, 
management will ensure that receivables from prior years are 
condoned through council resolution 


CFO 


149 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 



Man/ 

audit 

report 

ref 

Audit query 
heading 

Finding 

Action plan 

Completi 
on/ due 
date 

Respon 

sible 

person 

65 

Accumulated 

surplus 

Prior period 
error 

Financial statements not disclosing the accurate version of 
the prior period transactions 

Municipality would: 

• Review all the adjustment against accumulated surplus to 
ascertain if supporting evidence is available, if not reverse 
those transactions. 

• In addressing other major components from prior periods, 
accumulated surplus would be addressed as it is residue of 
assets against liabilities. 

30 April 
2016 

CFO 

66 

Journal 

entries 

Unable to 
obtain 
supportive 
documentati 

on 

1) The difference between the balance of PPE on the prior 
year financial statements and the balance of the same item in 
the comparative column of the current year's financial 
statements is R1 485 431 170 (dt). We could not be provided 
with supportive documentation for this adjustment to PPE and 
accumulated surplus in 2013/14. 

2) The difference between the balance of receivables on the 
prior year financial statements and the balance of the same 
item in the comparative column of the current year's financial 
statements is R8 693 113 (dt). We could not be provided with 
supportive documentation for this adjustment to receivables 
and accumulated surplus in 2013/14. 

3) The difference between the balance of inventories on the 
prior year financial statements and the balance of the same 
item in the comparative column of the current year's financial 
statements is R7 544 562 (dt). We could not be provided with 
supportive documentation for this adjustment to inventories 
and accumulated surplus in 2013/14. 

4) The difference between the balance of provisions on the 
prior year financial statements and the balance of the same 
item in the comparative column of the current year's financial 
statements is R5 514 575 (dt). We could not be provided with 
supportive documentation for this adjustment to provisions 
and accumulated surplus in 2013/14. (refer to Detailed 
Management Report) 

Municipality would: 

Ensure that there is a list of GRAP disclosure requirements 
and prepare the Annual Financial Statements based on this 
list. 

31 

August 

2016 

CFO 
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67 

Grants 
Revenue 
and unspent 

1 . For the following grants no registers for the grants could be 
obtained and subsequently the revenue to be recognised on 
from these grants as well as the unspent balance at year end 
could not be confirmed for these grants, (refer to Detailed 
Management Report) 

2. The following disclosure of Grant revenue could not be 
confirmed that it should be recognised as revenue, nor could 
we determine whether the conditions for these items were 
met in order to be recognised as revenue, reason are 
indicated next to each grant 

3. The balance of the unspent portion of grants of R258 686 
997 (2014: R127 923 449) as per note 10 to the financial 
statements could not be confirmed, due to the limitations 
experienced in determining the opening balance of the grants 
and weaknesses and limitations experienced during the 
current year audit.(refer to Detailed Management Report) 

4. The following inconsistencies of grants were found in the 
AFS between note 10 and 17. (refer to Detailed Management 
Report) 

5. Differences in the grant register per column .(refer to 
Detailed Management Report) 

6. Grant revenue incomplete 

7. The grant register show a grant named RBIG with a 
balance of R980 546, which we identified in note 15.17 in the 
financial statements. However no transactions or movements 
have been disclosed in this note, although the grant register 
show an amount of R23 914 876 as received and R22 934 
329 transferred to revenue. 

8. The following differences between the information provided 
to the auditors and the amounts disclosed in note 10 for 
unspent were noted. 

The municipality would: 

• Ensure accurate and complete accounting of grants 
transactions 

• From the grants reconciliation, ensure that only conditions 
met grants expenditure is transferred to revenue 

• Only account for valid revenue under revenue in the 
financial statements. 

31 March 
2016 

CFO 
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68 

Revenue: 
Completene 
ss of grants 

1. Water services operating supply grant of R300 000 was 
allocated to the municipality in the division of revenue bill, 
however no revenue for this grant has been accounted for 
and no letter of withholding or offsetting of this grant could be 
obtained, therefore we were unable to confirm the 
completeness of the grant revenue. 

2. Municipal water infrastructure grant, rural roads asset 
management grant and regional bulk infrastructure grant was 
not received in accordance with the allocation as determined 
by the division of revenue bill, the differences respectively for 
these grants were, received less than allocated in DoRA 
by 29 609 000, received more than allocated in DoRA 
by R463 000 and received less than allocated in DoRA by 
R29 085 124. These differences could not be confirmed as 
we were unable to obtain any letter from Treasury informing 
the municipality in regards to any withholding or offsetting of 
these grants. 

3. A grant to the value of R141 835 was allocated by 
LGSETA to the municipality, however the municipality 
received an amount of R200 554. The difference of R58 619 
which were more, could not be confirmed, as no letter was 
received from LGSETA to explain the difference between the 
receipts paid by them and the original allocation. 

4. The opening balances of the individual grants were added 
up as disclosed in the annual financial statements from page 
32 to page 36 in note 17 and compared to the closing 
balance of the prior year. The individual detailed opening 
balances totals to an amount of R 62 339 761 and the 
balance for the prior year as per note 10 unspent conditional 
grant liability is R127 923 449. The difference of R65 583 688 
is unexplained and no sufficient appropriate audit evidence 
could be obtained. The same difference has been carried 
forward to the current year's closing balance. 

Municipality would: 

Integrate grants performance review to monthly cash flow 
review to avoid under-spending and ensure compliance with 
grants conditions. 

30 April 
2016 

CFO 
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69 

VAT - The 
recalculated 
reconciliatio 
n cannot be 
confirmed 

By means of performing a predictive calculation, we 
determined an unexplained differences of R108 145 703 with 
regards to outstanding VAT returns and the balance as per 
the general ledger. 

VAT may not be correctly accounted, for the purpose of the 
financial records. This may result in under- / overstatement of 
VAT in the Annual Financial Statements. 

The municipality would: 

1. Ensure adequate filing management system is in place as 
stated above i.e. action plan no. 2 above 

2. Review the whole population of VAT accounts in 
conjunction with review of expenditure and payables to 
ensure that all transactions were accounted correctly. 

3. Prepare reconciliation of VAT control account against VAT 
201 returns. 

29 

February 

2016 

CFO 

CFO 

CFO 

70 

VAT 

Vat201's do 
not agree to 
the general 
ledger 

VAT may not be correctly accounted for in the financial 
statements resulting in the 

understatement/overstatement of VAT in the Annual financial 
statements. ( Refer to Detailed Management Report) 

71 

VAT - Prior 
period error 

Adjustment on VAT comparative figure was made to the 
value of R76 460 846. No disclosure was found in Note 31 in 
die Annual Financial Statements. 

Result in management being unable to account or manage 
the VAT of the municipality. ( Refer to Detailed Management 
Report) 

72 

Bank and 

cash - Bank 
reconciliatio 
n not 

perform 
timeously 
after month 
end 

Bank reconciliations were not performed within a reasonable 
time after a month end. The table below will summarise the 
items. (Refer to Detailed Management Report) 

The municipality would: 

Ensure that management within Budget & Treasury office 
prepare regular, accurate and complete financial and 
performance reports (that is reconciliation) that are supported 
and evidenced by reliable information. 

29 

February 

2016 

CFO 

73 

Cash & 

Bank 

Investment 
balances not 
submitted to 
the Auditor - 
General 

The municipality did not, within 30 days after the end of that 
financial year, notify the Auditor-General, in writing, of that 
investment, including the opening and closing balances of 
that investment in that financial year, as required by the 
MFMA Section 13 (4) 

Management did not comply with the MFMA Act .( Refer to 
Detailed Management Report) 

The municipality would: 

Ensure that in future the Auditor General is informed about 
the Bank Accounts for investments of the Municipality within 
the prescribed period. 

31 

August 

2016 

CFO 
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74 

Employee 

cost 

Appointment 
processes 
no applied 

During the year there were 140 appointments at the 
municipality, of these appointments none were appointed by 
means of applying the appointment process documented in 
the approved human resources policy. The following steps of 
the Human Resources Policies were not implemented: 

1) Recruitment of employees, 

2) Advertising of positions, 

3) Shortlisting of applicants, 

4) Interviews of employees. 

(Refer to Detailed Management Report) 

Management has been advised and the correct process 
implemented on the recruitment process (PMU Technicians 
and Managers positons) 

A standard operation procedure is currently being developed 
and will be immediately be implemented. 

April 

2016 

Senior 
Manage 
r: CRSS 

75 

Employee 
cost - Leave 
encashment 

Incorrect interpretation of leave encashment regulations. 
(Refer to Detailed Management Report) 

The new collective agreement on leave will be implemented. 

3 ra 

Quarter 

Senior 
Manage 
r: CRSS 
and 

CFO 

76 

Employee 
cost - Acting 
allowance 

Management calculations of acting allowance were found not 
to be correct as their daily rate is based on the number of 
working days in a month instead of a year. ( Refer to Detailed 
Management Report) 

HR/ER will workshop payroll on the correct formula 

March 

2016 

CFO 
and 
Senior 
Manage 
r: CRSS 

77 

Employee 

cost 

Overtime 

1. The calculation of the overtime rates are based a daily 
rate that depends on the number of days worked in a 
month. After determining the daily rate the hourly rates 
are calculated correctly, in accordance with the SALGA 
collective agreement. Overtime was found to have been 
calculated incorrectly as a result of incorrect daily rate 
calculation 

2. Overtime is paid for overtime hours in excess of the 
allowed 40 hours 

The municipality would: 

Ensure that when daily rates are calculated it is done by 
means of taking the annual basic divided by 250 working 
days. Furthermore, management would ensure that they do 
not approve overtime in excess of 40 hours in one month. 

29 

February 

2016 

CFO 
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78 

Employee 

cost 

Vacant 

positions 

The following was noted with regards to the vacancies at the 
municipality: 

1) The following senior managers/key positions were vacant 
at year: 

• Municipal manager - (4 months) 

• CFO - (1 1 months) 

• Senior manager: Business support - (8 months) 

• Senior manager: Corporate Resource Support - (12 
months) 

• Senior manager: PMU - (10 months) 

• Senior manager: Technical services - (12 months) 

2) No evidence could be obtained that management did 
everything in their power to improve the vacancy rates at the 
municipality as the overall vacancy rate regressed from 8% in 
the prior year, to 23.02% in the current year and vacancy rate 
for senior managers regressed from 0% in the prior year to 
60% in the current year, which could have adverse effects on 
the capability of the municipality to perform its services. 

Moratorium on appointments was placed by NMMDM Council 
because of financial constraints. 

This will also be addressed in review of organogram in line 
with circular 6 of May 201 4 

May 

2016 

Senior 
Manage 
r: CRSS 

79 

Employee 
Cost - Net 
pay 

differences 

During our audit on employee cost, we noted differences 
between salaries pay out from VIP and the 

employee's employment contracts 

HR will develop and implement action plan to correlate the 
pay-outs with the contracts. 

Ongoing 

CFO 
and 
Senior 
Manage 
r: CRSS 

80 

Employee 

cost 

Unauthorise 

d 

appointment 

s 

Employees were appointed as VIP Protector/Driver: Office of 
the speaker, when the position does not exist on the 
organogram 

Noted, approved structure will be adhered to. 

Ongoing 

Senior 
Manage 
r: CRSS 

81 

Employee 
cost - Job 
description 

The following appointed employees tested was not formally 
informed of their job description, neither does it states so on 
the Employment Contract 

Noted, the department will ensure that employees sign their 
Job Descriptions. 

Ongoing 

Senior 
Manage 
r: CRSS 
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82 

Employee 

cost 

Section 57 
Managers 

1) During our audit on employee related costs of section 57 
managers, we noted the following differences between total 
remuneration package amount paid to senior managers as 
per 12 month report and the total remuneration amount 
indicated in note 19 in the Annual financial statements. 
Annual financial statements were understated. 

2) During our audit on employee related costs of section 57 
managers, we inspected the 12 month report and noted that 
section 57 manager's received leave encashment during the 
year under review. 

3) The related party disclosure as a result of this note 
is understated by R1 236 412. 

The municipality would : 

Ensure that the remuneration of the managers occurs within 
remuneration frameworks, and that the amounts disclosed as 
remuneration is supported by appropriate sufficient audit 
evidence. 

31 March 
2016 

Senior 
Manage 
r: CRSS 
and 

CFO 

83 

Employee 
cost: Leave 
pay out 

termination 

During our audit on employee cost, we noted differences 
between leave pay out from VIP and auditor's calculated 
leave pay out 

The municipality would : 

Ensure that accurate calculations are performed on leave pay 
out and adhere to the method as prescribed by the BCEA( 
that is GRN 691). 

31 March 
2016 

CFO 

84 

Employee 

Cost 

Councillors 

Remuneratio 

n 

1) During our audit on employee related costs of councillors, 
we noted the following differences between the total 
remuneration package amount paid to councillors as per 12 
month report and the total remuneration amount indicated in 
the Annual financial statements, and the total amounts 
indicated in the government gazette. 

2) The following differences were identified between the 
disclosed councillor’s remuneration and VIP report. 

The municipality would : 

Ensure that there is frequent review over the remuneration of 
the councillors and obtain understanding of the MFMA 
requirements (that is the Government Gazette No. 38886 
of 17 June 2015) 

30 April 
2016 

CFO 

85 

Employee 

cost: 

Physical 

verification 

During our audit on physical employees we were unable to 
physically verify the following employees 

Personal information of all employees to be updated in order 
to reach employees when they are needed. 

Ongoing 

Senior 
Manage 
r: CRSS 

86 

Employee 
cost: Rent 

supporting 
documentati 

on 

During our audit on employee cost - rent; we could not obtain 
any supporting documentation of the following employee 

1 . The signed documents were made available to the AG . 


Senior 
Manage 
r: CRSS 
and 

CFO 
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87 

Internal 

During the performance of planning procedures of the control 


When 

Senior 


control 

environment the following matters were identified. 

1 . Noted the policy will be drafted and be send to council. 

appointm 

Manage 


Weaknesses 



ent are 

r: CRSS 


in control 

I.No policy on skills retention and monitoring of the 


made. 



environment 

competency of staff in place to ensure that skilled and 

2 An approved Skills Development Plan is in place however, 





competent staff are retained and assessed. 

2. There is not an appropriate training programme to meet 

there is no budget to implement it. 





the needs of all employees. 

3. Could the detail 





3. Deviations to supply chain transactions occurred 
without supportive documentation to motivate the deviation. 
We only raised this as an internal control deficiency in this 

Funding be provided. 





finding and will report any additional findings when detail 
testing is completed 

4. The policy will address it. 





4. The municipality does not emphasise the need for 
continuing training and has a control mechanism to help 

5. Supervisor be capacitated on the area and do their 

End of 




ensure that all employees actually receive appropriate 

performance counselling. 

third 




training. 

5. Employees are not provided candid and constructive job 
performance counselling. 

6. Data recorded by information and financial systems are not 
periodically compared with physical assets and discrepancies 
is not examined, with reference to inventory and PPE only 
performed annual comparison and differences not inspected. 

7. The entity does not take appropriate follow-up actions with 
regard to findings and recommendations of audits and other 

Background checks will be done as soon as moratorium is 

quarter. 




reviews, for example problems with particular transactions or 
events are not promptly corrected. 

8. Background checks are not always conducted for newly 
appointed employees. 

lifted. 



88 

Internal 

The following internal control policies have not been designed 

The municipality would:- 

30 April 

CFO 


control - No 

and implemented at the municipality: 

1. Review Investment management and Revenue policy with 

2016 



policy 


the aim of enhancing it, and form investment and capital 




document to 

1) Inventory management policy 

project committee to manage and advise on investments. 




regulate 

2) Revenue Policy 

2. Ensure that the revenue enhancement champion is 




specific 

sections 


appointed. 
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89 

Internal 

control 

Regular 
reconciliatio 
n between 
FAR and GL 
not 

performed 

The asset register is not reconciled to the general ledger on 
a monthly basis. 

Department of Finance appointed JBFE to technically support 
the municipality in compiling GRAP 17 Compliant Asset 
Register for both movable and immovable assets. 

JBFE has already started with the process of compiling asset 
register and would develop detailed action plan of compiling 
asset registers 

31 July 
2016 

CFO 



Once the asset registers is completed, it will be reconciled of 
the general ledger 



90 

Internal 

control 

Goods and 

services 

procured 

before 

approval 

date 

During our evaluation of internal controls we identified a 
procurement transaction occurred before the purchase order 
date. Purchase order P00004991 dated 11 November 2014 
in favour of supplier Mosc Fire in the amount of R105 195.41 
and the invoice dated from the supplier on 17 September 
2014 

The municipality would: 

Goods and services are procured from service providers 
once the procurement process has been finalised 

29 

February 

2016 

CFO 

91 

Compliance 

Risk 

assessment 

not 

approved 

A risk assessment has been performed for the financial year 
2014/15, however the assessment has not been approved 
and remained in draft format. In order to identify the potential 
risks of the municipality and rate these for significance in 
order for the accounting officer to manage or mitigate these 
risks. 

Risk Management Strategy Framework to be developed and 
Risk Assessment to be performed with the assistance of the 
North West Provincial Treasury due to the fact that Risk 
Management Unit is not provided for in the Municipal 
structure 

31 March 
2016 

CAE 
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92 

Compliance: 
Unauthorise 
d, irregular 
and fruitless 
and wasteful 
expenditure 

The municipality did not compile a report on unauthorised, 
irregular and fruitless and wasteful expenditure for the 
year, and reported it to the MEC National Treasury or the 
Auditor general as required by MFMA Sec 32(4) 

The municipality would : 

Ensure that the Budget & Treasury Office (BTO) 

1. Identify unauthorised, irregular and fruitless and 

wasteful expenditure per transaction type and financial 
year. 

2. Compile a register of unauthorised, irregular and 

fruitless and wasteful expenditure every time the 
transaction is identified and reviewed on monthly 
basis. 

3. Prepare and update a file containing support evidence 

for the unauthorised, irregular and fruitless and 

wasteful expenditure. 

4. Investigate the causes of all the transactions that are 
categorised as unauthorised, irregular and fruitless 
and wasteful expenditure. 

5. Seek guidance from Auditor General, Provincial and 
National Treasury on the treatment of unauthorised, 
irregular and fruitless and wasteful expenditure. 

6. Act on the guidance from Auditor General, Provincial 
and National Treasury. 

7. Request technical resources from Provincial Treasury 
to assist with technical expertise for prior years and 
current unauthorised, irregular and fruitless and 
wasteful expenditure. 

8. BTO to ensure compliance with section 32 of the 
MFMA to avoid re-occurrence of unauthorised, 
irregular and fruitless and wasteful expenditure in the 
2015/16 financial year 

9. Compile quarterly report to the Mayor and Council on 
unauthorised, irregular and fruitless and wasteful 
expenditure 

Submit report to Provincial and National Treasury 

1 & 2 . 30 
June 2016 

3. 31 July 
2016 

4.30 June 
2017 

5.30 April 
2016 

6. 30 June 
2016 

7. 31 March 
2016 

8. 30 June 
2016 

9 and 10. 
Quarterly 

CFO 
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93 

Additional 

disclosure 

MFMA 

The following MFMA additional disclosure requirements 
were not complied with: 

1) MFMA Sec 125(1) (c) - PAYE &UIF as Rnil due and R36 
698 21 8d is closed as paid and -R36 398 218 as due at 
year end. Inspected the payroll file and found that the total 
as per VIP submitted is 42 213 162.62, already paid at year 
end is 35 188 771.02 and due then would result in R7 024 
391.60. 

2) MFMA Sec 125(1) (c) - Pension and medical aid is 
disclosed as Rnil due and paid during the year is R43 309 
181, with amount overpaid of -R46 309 181. We could not 
obtain all the statements for medical aid and pension funds 
therefore we could not determine accurately what the 
amount should have been disclosed as. 

3) MFMA Sec 125(2) (e) - We have identified a number of 
non-compliance during the course of the audit and these 
items were not disclosed, disclosure incomplete. 

The municipality would : 

Ensure that management design and implement proper supply 
chain management policies, detailed to sufficiently combat the 
above stated internal control deficiencies identified. 

There will be close monitoring to ensure compliance with 
requirements of MFMA section 125. 

30 April 

2016 

CFO 

94 

SCM 

Internal 

control 

weaknesses 

1) The SCM officials have the required minimum 
competencies as required by SCMreg 8 and Min 
competency reg. 10 (MR) 

2) The auditee has a plan for addressing internal and 
external audit findings on SCM, however the plan is not 
adhered too or monitored on a monthly or quarterly basis 
by the appropriate level of management (MR). 

3) There is no effective internal monitoring system to 
determine, on the basis of a retrospective analysis, 
whether the authorised SCM processes are being followed 
and whether the desired objectives are being 
achieved. (MR) 

4) The actions taken to address the risk related to 
procurement and contract management do not seem 
reasonable taking into account the auditor's previous 
experience with the auditee and risks identified as part of 
the audit process. (MR) 

The municipality would : 

Ensure that management design and implement proper supply 
chain management policies, detailed to sufficiently combat the 
above stated internal control deficiencies identified. 

30 April 

2016 

CFO 
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Audit query 
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Finding 

Action plan 

Completio 
n / due date 

Respon 

sible 

person 

95 

Use of 

consultants 

The following non-compliance and internal control 
deficiencies were identified with the use of consultants: 

1) The following consultant was not appointed for 
purpose/objective contained in the policy/strategy for the 
appointment of consultants: 

2) The skills necessary to perform the project/ duty/ study 
were available at the auditee and the accounting officer 
could be reasonably expected to either to train or to recruit 
people in the time available, however the consultant was 
still appointed: 

3) The terms of reference does not outline an objective for 
transfer of skills, including the nature, scope and goals of 
the training programme: 

4) The work of the consultant was not regulated by a 
contract signed by both the successful bidder and a 
delegated official as required by MFMA sec 1 1 6(1 )(a) & 
Municipal SCM guide for AOs 5.1 .6 

The above 4 points are applicable to the table below, as no 
contract could be obtained for this consultant. 

The mentioned consultant’s contract expired however going 
forward the municipality will Ensure that for the procurement of 
services the applicable SCM regulations are followed 

30 June 

2016 

CFO 

96 

Sanitation: 

Performance 

indicators 

As water and sanitation is a duty of a water services 
authority, it would be expected that determine indicator for 
the service delivery of water and sanitation, regardless if 
these functions have been delegated. It was found that 
these indicators were not part of the IDP, SDBIP and the 
APR. 

For this information to be included on the IDP Document, the 
user department must avail the information to the IDP 
coordinator. The concerned department will be reminded in the 
next review to avail all necessary information for the IDP to be 
credible. 

29 Jul - 31 
Aug 2016 

Municip 

al 

Manage 

r; 

Manage 
r: IDP 

and 

Manage 
r: PMS 
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97 

Inventory 

Internal 

control 

weakness 

The following internal control weaknesses were identified in 
the implemented inventory system: 

1) No proper authorisation occurs when municipal official 
requests inventory from the stores 

2) No proper segregation of duties between the quantity 
survey approval and the quantity receipt. 

3) No proper pre-numbered issue voucher is used in 
transaction where inventory leaves to the store room; 
therefore there is no detailed record of stock issues. 

4) The outgoings material document is not completed 
properly, addresses are not properly completed. 

5) No proper inventory management system is being used; 
instead a manual system is used. 

6) No regular stock counts are performed during the year to 
identify, variances in the stock levels. 

Municipality would: 

1. Engage Pastel consultants to implement the use of inventory 
module. 

2. Ensure that all additions and issues of stock items are 
accounted accurately and supporting documents (Delivery note, 
GRN & invoices) are properly filed. 

3. Ensure that all unit prices are correctly captured on receipt of 
inventory to ensure accurate valuation at year end with 
supporting invoice. 

4. Prepare monthly inventories’ reconciliation 

5 Undertake half-year and year-end full physical verification of 
inventories. 

30 June 

2016 

CFO 

98 

Inventory 
Safeguardin 
g of assets 

Only moveable assets with the value of R78 558 51 1 is 
insured 

Inventory with value of R30 485 891 and immoveable 
assets with value of R4 744 282 085 is not insured. 

99 

Inventory 
Information 
not obtained 

The following is a list of information that has not been 
obtained: 

1 . periodic reconciliation of the stock records 

2. monthly inventory reconciliation 

3. inventory listing produced from the stores register 

100 

Inventory 
Petrol, diesel 
and oil 

During the audit on inventory, we could not obtain the 
following information: 

1 . Fuel register. 

2. Receipts of fuel. 

3. Daily reconciliations between fuels 

received/issued, pump meter reading and dip 
readings. 

4. Daily fuel sheets. 

5. Monthly summary of all inventory issues per 
department. 
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Completio 
n / due date 

Respon 

sible 

person 

101 

Disclosure 

Leases 

1. The municipality is a party to operating leases as a 
lessee. No disclosure has been made in the 
financial statements as required in terms of 
GRAP13.42 

2. The expenditure disclosed in the statement of 
financial performance for lease rentals on operating 
lease is not disclosed at the appropriate amounts 

The municipality would : 

Ensure that management prepare regular, accurate and 
complete financial and performance reports that are 
supported and evidenced by reliable information. This will be 
achieved by adherence to GRAP 13.42 requirements with 
regard to disclosure of leases should be applied. 

31 July 

2016 

CFO 

102 

Property, plant 

and equipment - 
Insurance 

The following differences were identified from the 
insurance contract and the book values of the insured 
asset 

Department of Finance appointed JBFE to technically support 
the municipality in compiling GRAP 17 Compliant Asset 
Register for both movable and immovable assets. 

JBFE has already started with the process of compiling asset 
register and would develop detailed action plan of compiling 
asset registers 

Once the asset registers is completed a reconciliation of 
insurance contracts will be done for insured assets against 
the asset register. 

31 July 

2016 

CFO 

103 

Payables 

Monthly 

reconciliations not 
performed 

The municipality does not perform monthly 
reconciliations for outstanding supplier accounts. During 
our planning phase we identified supplier CN Fire 
Safety (Acc. no: CNF001) from the supplier listing on 30 
June 2015 with a balance of R192 660 for which no 
monthly reconciliation could be provided 

The municipality would : 

Ensure that monthly creditors reconciliations are performed 

31 March 
2016 

CFO 

104 

AOPI - Indicators 
vs Budget 

The indicators as shown in the SDBIP cannot 
accurately be compared with the approved budget as 
the budget cannot be determined for a development 
priority and accurately align with the approved budget 

The municipality would : 

Ensure that the indicators in the SDBIP align with the budget. 

29 

February 

2016 

CFO 

and 

Manage 
r: PMS 

105 

Debtors: 

Employees whom 
received double 
salaries have not 
paid it back 

The following employees received a double payment 
and no clear effort has been made by the municipality 
to recover the monies 

The municipality would : 

Ensure that the relevant departments (that is Legal, Human 
Resource and Budget & Treasury Office) develop a recovery 
plan and implement it to recover all municipal funds 

30 April 

2016 

CFO 

106 

Revenue - No 
reconciliation 
between the 

receipts and tag 
system 

The amount paid at the cashier for the sale of water is 
not reconciled to the sales transactions in the Lesira 
Meter Management System (MMS), which is a stand- 
alone system. 

The municipality would : 

Ensure that the Financial System (Pastel) is reconciled with 
Lesira Tech Meter Management System (MMS) which is a 
stand-alone water system 

31 May 

2016 

CFO 
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COMPONENT B: AUDITOR-GENERAL OPINION YEAR 0 (CURRENT YEAR) 


6.2 AUDITOR GENERAL REPORT YEAR 2015 / 2016 

The Municipality received a disclaimer of opinion for 2015 / 2016 Financial Year 


Audit 

report 

ref 

Audit query 

heading 

Finding 

Action plan 

Completion/d 
ue date 

Responsible 

person 

4 

Property, 

Plant and 

Equipment 

1 was unable to obtain sufficient appropriate audit evidence to 
substantiate the cost, residual values, useful lives and assessment 
used in calculating the carrying values for movable assets included in 
property, plant and equipment or that all projects in progress were 
recorded due to the municipality not having adequate systems in place 
to account for and maintain records of its property, plant and 
equipment. In addition, 1 was unable to obtain sufficient appropriate 
audit evidence for the restatement of the corresponding figure for 
immovable assets to rectify prior year misstatements or that these 
misstatements were corrected retrospectively. The municipality’s 
records did not permit the application of alternative audit procedures. 
Consequently, 1 was unable to determine whether any adjustments to 
property, plant and equipment of R3 647 684 293 

(2015: R4 818 683 767) included in note 3 or the depreciation and 
amortisation expense of R323 478 136 (2015: R229 414 501) included 
in note 23 to the financial statements were necessary 

Movable assets 

The movable asset register will be 
reconstructed, specifically focusing on 
the valuation of assets, the 
completeness therefore. A reconciliation 
between the FAR and general ledger will 
be done on a monthly basis. 

Immovable assets 

Reconciliation between the FAR and the 
general ledger. Reconciliation between 
MIG report and the GL on a monthly 
basis 

28 February 
2017 

Manager 

Assets 

CFO 
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Audit 

report 

ref 

Audit query 

heading 

Finding 

Action plan 

Completion/d 
ue date 

Responsible 

person 

5 

Inventories 

1 was unable to obtain sufficient appropriate audit evidence for 
inventories as the municipality did not have an adequate system in 
place to account for and maintain records of inventories. 1 was unable 
to confirm the inventories by alternative means. Consequently, 1 was 
unable to determine whether any adjustments relating to inventories of 
R29 663 324 (2015: R30 485 891) included in note 7 to the financial 
statements was necessary 

1. Prepare and review monthly inventory 
reconciliations and inventory listing. 

2. Prepare, review and implement 

adequate monthly stock count 

procedures. 

3. Implement a system to account for 
inventory on the preferred basis, i.e. First 
in first out. 

4. The list of Inventory should include a 
column to account for the Net Realisable 
Value so as to ensure compliance to 
GRAP requirements. 

5. Inventory should not be issued without 
updating the stock cards. Compare the 
stock cards to the listing to ensure the 
accuracy of the quantities recorded on 
the stock listing 

6. Stock count to be performed by 
quarterly. 

28 February 
2017 

Manager 

Assets 

CFO 

6 

Receivables 

from 

exchange 

transactions 

1 was unable to obtain sufficient appropriate audit evidence for 
receivables from exchange transactions as the municipality do not 
have adequate systems in place to account for and maintain records 
of its receivables from exchange transactions. 1 was unable to confirm 
these receivables from exchange transactions by alternative means. 
Consequently, 1 was unable to determine whether any adjustments 
relating to receivables from exchange transactions of R6 445 525 
(2015: R8 188 456) included in note 8 to the financial statements was 
necessary 

1. Review long outstanding debtors for 
recoverability of debt. 

2. Prepare a list of debtors that are 
irrecoverable. 

3. Obtain approval to write off debt. 

31 March 

2017 

Manager 
Income and 
Expenditure 

CFO 
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Audit 

report 

ref 

Audit query 

heading 

Finding 

Action plan 

Completion/d 
ue date 

Responsible 

person 

7 

VAT 

Receivable 

1 was unable to obtain sufficient appropriate audit evidence for the 
VAT receivable as the municipality do not have adequate systems in 
place to reconcile, account for and maintain records of its VAT 
receivable. 1 was unable to confirm the VAT receivable by alternative 
means. Consequently, 1 was unable to determine whether any 
adjustments relating to VAT receivable of R156 432 804 
(2015: R1 61 378 714) included in note 9 to the financial statements 
was necessary 

1. Prepare and review monthly vat 
reconciliations. 

2. Prepare and review VAT201 returns. 

3. Ensure Compliance to the VAT Act. 

4. Recreate the actual VAT balance. 

31 May 2017 

Manager 
Income and 
Expenditure 
CFO 

8 

Cash and Cash 

Equivalents 

During 2015, 1 was unable to obtain sufficient appropriate audit 
evidence for cash and cash equivalents as the municipality did not 
have adequate systems in place to reconcile cash and cash 
equivalents. 1 was unable to determine whether any adjustment to 
cash and cash equivalents of R82 539 578 in the prior period was 
necessary. My audit opinion on the financial statements for the period 
ended 30 June 2015 was modified accordingly. 1 was still unable to 
confirm cash and cash equivalents by alternate means. Consequently, 
my opinion on the current period’s financial statements is also 
modified because of the possible effect of this matter on the 
comparability of the current period’s figures. 

The finding relates to 2015-year end, and 
was resolved in the year in review. 
Therefore, matter was dealt with in the 
2016 financial year. 

Already 

completed 

Manager 
Income and 
Expenditure 

CFO 
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Audit query 

heading 

Finding 

Action plan 

Completion/d 
ue date 

Responsible 

person 

9 

Payables from 
Exchange 

Transactions 

1 was unable to obtain sufficient appropriate audit evidence for 
payables from exchange transactions as the municipality did not have 
an adequate system in place to reconcile, account for and maintain 
records of its payables from exchange transactions. 1 was unable to 
confirm these payables from exchange transactions by alternative 
means. In addition, liabilities of R8 839 898 (2015: R14 776 505) were 
not recorded as payables from exchange transactions. Consequently, 1 
was unable to determine whether any further adjustments relating to 
payables from exchange transactions of R488 585 068 
(2015: R315 915 797) included in note 15 to the financial statements 
was necessary 

1. Prepare and review monthly 
reconciliations between the retention 
listing, commitment register and ledger 
Account. 

2. Prepare an accrual listing file with 
supporting Documentation 

3. Investigate payables with debit 
balances. 

4. Based on the outcome of the 
investigation, prepare the correct 
accounting entry 

5. Prepare and review monthly 
reconciliations and update creditors age 
analysis accordingly. 

6. Prepare a creditors listing file with 
supporting documentation 

31 March 

2017 

Manager 
Income and 
Expenditure 

CFO 

10 

Unspent 

Conditional 

grants and 

Receipts 

1 was unable to obtain sufficient appropriate audit evidence for unspent 
conditional grants and receipts as the municipality did not have an 
adequate system in place to reconcile, account for and maintain 
records of its unspent conditional grants and receipts. 1 was unable to 
confirm these unspent conditional grants and receipts by alternative 
means. Consequently, 1 was unable to determine whether any 
adjustments relating to unspent conditional grants and receipts of 
R1 06 423 058 (2015: R1 46 075 826) disclosed in note 1 1 , government 
grants and subsidies of R688 321 305 (2015: R658 851 886) disclosed 
in note 18 to the financial statements or any related expenditure were 
necessary. 

Prepare and review monthly 

reconciliations for each category of 
conditional grants and update the 
individual schedules accordingly. 

2. Ensure the unutilised capital receipts 
are held in a separate bank account. 

31 March 

2017 

Manager 
Income and 
Expenditure 

CFO 
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report 

ref 

Audit query 

heading 

Finding 

Action plan 

Completion/d 
ue date 

Responsible 

person 

11 

Revenue from 

non-exchange 

Transactions 

1 was unable to obtain sufficient appropriate audit evidence for a 
receipt of R73 474 000 included in government grants and subsidies 
as the municipality did not have adequate systems in place to 
maintain records of its revenue from non-exchange transactions. 1 
was unable to confirm revenue from non-exchange transactions by 
alternative means. Consequently, 1 was unable to determine whether 
any adjustments relating to government grants and subsidies of 
R688 321 305 in note 18 to the financial statements was necessary. 

Process Journal relating to information 
obtained from national treasury, relating to 
the difference. 

31 January 
2017 

Manager 
Income and 
Expenditure 

CFO 

12 


During 2015, the municipality did not account for all government 
grants and subsidies as required by GRAP 23 Revenue from non- 
exchange transactions, as the municipality do not have adequate 
systems in place to reconcile and record government grants and 
subsidies. Consequently, government grants and subsidies was 
understated by R20 973 000 and unspent conditional grants and 
receipts was overstated by the same. My audit opinion on the 
financial statements for the period ended 30 June 2015 was modified 
accordingly. My opinion on the current period’s financial statements is 
also modified because of the effect of this matter on the comparability 
of the current period’s figures. 

Process Journal relating to information 
obtained from national treasury, relating to 
the difference. 

31 January 
2017 

Manager 
Income and 
Expenditure 

CFO 

13 

Expenditure 

1 was unable to obtain sufficient appropriate audit evidence for 
expenditure as the district municipality did not have adequate 
systems to maintain records for adjustments or reconcile differences 
between the financial statements and the general ledger. In addition, 
expenditure relating to contracted services was overstated by 
R161 314 145 as expenditure of prior periods was again recorded in 
the current year. 1 could not confirm this expenditure by alternative 
means. Consequently, 1 was unable to determine whether any further 
adjustments to repairs and maintenance, contracted services, 
transfer and subsidies and general expenses totaling R532 210 586 
(2015: R446 406 026) in the financial statements was necessary. 

1. Develop a document management 
system to provide adequate support to 
payments made. 

2. Process journal relating to the 
Sedibeng expenditure, within the correct 
financial period. 

30 June 
2017 

31 January 
2017 

Manager 
Income and 
Expenditure 

CFO 
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Audit query 

heading 

Finding 

Action plan 

Completion/d 
ue date 

Responsible 

person 

14 

Employee 

Related Costs 

During 2015, 1 was unable to obtain sufficient appropriate 
audit evidence for employee related costs as the 
municipality do not have adequate systems in place to 
reconcile, account for and maintain records of its employee 
related costs. 1 was unable to determine whether any 
adjustment to employee related costs of R304 687 735 was 
necessary. My audit opinion on the financial statements for 
the period ended 30 June 2015 was modified accordingly. 1 
was still unable to confirm employee related costs by 
alternate means. Consequently, my opinion on the current 
period’s financial statements is also modified because of the 
possible effect of this matter on the comparability of the 
current period’s figures. 

The finding relates to 2015-year end, and was 
resolved in the year in review. Therefore, matter 
was dealt with in the 2016 financial year. 

Already 

completed 

Manager 
Income and 
Expenditure 

CFO 

15 

Commitments 

1 was unable to obtain sufficient appropriate audit evidence 
for commitments as the municipality did not have an 
adequate contract management system in place to disclose 
its capital commitments. 1 was unable to confirm the 
commitments by alternative means. Consequently, 1 was 
unable to determine whether any adjustments relating to 
commitments of R209 411 004 (2015: R772 574 114) as 
disclosed in note 30 to the financial statements was 

necessary. 

1. Prepare and review monthly reconciliations of 
payments made in terms of contracts entered into 
by the municipality. 

2. Update the commitment register with items 
identified on the monthly reconciliations. Items to 
be 

reconciled include Expenditure, Retentions and 
Final 

Fee payments where applicable. 

3. Prepare and review a list of variation orders to 
be 

included in the commitment register 

31 March 
2017 

Manager 

Supply Chain 

Management 

Manager 

PMU 

Senior 

Manager 

ID&M 

CFO 
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ref 

Audit query 

heading 

Finding 

Action plan 

Completion/ 
due date 

Responsible 

person 

16 

Contingencies 

1 was unable to obtain sufficient appropriate audit evidence 
for contingencies as the municipality did not have adequate 
systems in place to maintain records of its legal 
correspondence regarding contingencies. In addition, the 
contingencies are understated by R308 905 920 in the 
current year and prior year as the municipality did not have 
adequate systems in place to accurately record its 
contingencies, i was unable to confirm the contingencies by 
alternative means. Consequently, 1 was unable to determine 
whether any further adjustments relating to contingencies as 
disclosed in note 31 to the financial statements was 

necessary 

1 . Quarterly Confirmations will be obtained from the 
legal advisors. Legal will reconcile the legal register 
and the confirmations from the legal advisors. 

2. BTO will create a contingent liability list quarterly 
based on the above information 

30 April 

2017 

Senior 

Manager 

Corporate 

Services 

Manager 

Legal 

CFO 

17 

Prior Period 

Errors 

1 was unable to obtain sufficient appropriate audit evidence 
for the differences between the correction of errors 
disclosed in the statement of changes in net assets and the 
amounts disclosed in note 33 to the financial statements and 
between the prior period balance of the accumulated surplus 
in the statement of changes in net assets and the statement 
of financial position. In addition, an unexplained difference 
for accumulated surplus exists between the financial 
statements and the general ledger. 1 was unable to confirm 
the accumulated surplus by alternative means. 
Consequently, 1 was unable to determine whether any 
adjustments to the accumulated surplus of R3 201 105 266 
(2015: R4 471 473 088) as disclosed in the statement of 
financial position 

Prepare a file with evidence for prior period errors; 

30 April 

2017 

ALL 

BTO 

Managers 

CFO 
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report 
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heading 

Finding 

Action plan 

Completion/ 
due date 

Responsible 

person 

18 


1 was unable to obtain sufficient appropriate audit evidence 
that all the prior period errors were appropriately disclosed 
as required by GRAP 3 Accounting policies , changes in 
accounting estimates and errors. 1 was unable to confirm the 
disclosure relating to the prior period errors by alternative 
means. Consequently, 1 was unable to determine whether 
any adjustment to prior period errors disclosed in note 33 or 
any other account balances, transactions and disclosures 
affected by these prior period errors to the financial 
statements were necessary. 

1. Review disclosure by CFO to ensure that it 
complies with GRAP 3; 

2. Perform 6 months AFS, request internal audit to 
review the submission to ensure that GRAP 
requirements are meet. 

30 April 

2017 

ALL BTO 

Managers 

CFO 

19 

Risk 

Management 

The municipality did not disclose the carrying values of the 
different categories or details about the significance of the 
financial instruments as required by GRAP 104 Financial 
instruments. In addition, the municipality did not disclose all 
the requirements relating to the exposure to credit and 
liquidity risk. 1 was unable to determine the correct 
disclosure as per notes 16 and 35 to the financial 
statements for the financial instruments as it was 
impracticable to do so. 

Management has requested provincial treasury to 
assist with the formulation of the risk assessment. 
PT has indicated that we will be able to complete 
the process by end of March 2017 

April 2017 

All Senior 

Managers 

Municipal 

Manager 

20 

Unauthorized 

Expenditure 

1 was unable to obtain sufficient appropriate audit evidence 
for unauthorised expenditure as an accurate comparison of 
budget to the actual expenditure per vote was not available. 

1 was unable to confirm the unauthorised expenditure by 
alternative means. Consequently, 1 was unable to determine 
whether any adjustment relating to unauthorised 
expenditure of R725 635 614 (2015: R473 582 958) as 
disclosed in note 37 to the financial statements was 
necessary. 

1. Reconstruct the unauthorised expenditure 
register. 

2. Compile monthly reports relating to unauthorised 
expenditure register in accordance with the MFMA 

3. Provide the register and POE to internal audit for 
review. 

30 April 

2017 

Manager 

Budget and 

Reporting 

Manager in the 
Office of the 
CFO 

CFO 
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report 

ref 

Audit query 

heading 

Finding 

Action plan 

Completion/du 
e date 

Responsible 

person 

21 

Fruitless and 

Wasteful 

Expenditure 

Section 125 of the MFMA requires the disclosure of fruitless 
and wasteful expenditure incurred. The district municipality 
made payments of R3 305 076 in the current year and 
R20 486 965 in prior periods that is regarded as fruitless and 
wasteful expenditure in terms of the definition in section 1 of 
the MFMA, which were not included in fruitless and wasteful 
expenditure disclosed. Consequently, fruitless and wasteful 
expenditure as per note 38 to the financial statements is 
understated by R23 792 041 (2015: R20 486 965). As the 
district municipality did not quantify the full extent of the 
fruitless and wasteful expenditure, it was impracticable to 
determine the resultant understatement of fruitless and 
wasteful expenditure. 

1. Prepare a list of fruitless and wasteful 
expenditure. 

2. Prepare and update a file containing support 
for the fruitless and wasteful expenditure. 

30 April 2017 

Manager 
Supply Chain 
Management 
Manager 
Income and 
Expenditure 
Manager in 
the CFO’s 

Office CFO 

22 

Irregular 

Expenditure 

Section 125 of the MFMA requires the disclosure of irregular 
expenditure incurred. The district municipality made payments 
of R22 279 970 (2015: R90 220 079) in contravention with the 
supply chain management requirements which were not 
included in irregular expenditure disclosed. Consequently, 
irregular expenditure as per note 39 to the financial 
statements is understated by R1 12 500 049 

(2015: R90 220 079). As the district municipality did not 
quantify the full extent of the irregular expenditure, it was 
impracticable to determine the resultant understatement of 
irregular expenditure 

1. Prepare a checklist of information to be filed 
and maintained for the various thresholds in 
terms of Supply Chain Regulations, MFMA and 
the Preferential Procurement Regulation 2001. 

2. Assign responsibilities to individuals within 
SCM to provide explanations and accountability 
where deviations from the SCM Checklist and 
framework have been identified 

30 April 2017 

Manager 

Supply 

Chain 

Manageme 

nt 

Manager in 
the Office 
of the CFO 
CFO 

23 

Cash Flow 

Statement 

1 was unable to obtain sufficient appropriate audit evidence for 
the amounts included in the cash flow statement for the 
current and prior period as the municipality did not adequately 
review the movements on the cash flow statement. 1 was 
unable to practicably quantify the misstatements in the cash 
flow statement and notes thereto or verify the amounts by 
alternative means. Consequently, 1 was unable to determine 
whether any adjustments relating to the cash flow statement 
and notes thereto were necessary 

1. Review disclosure by CFO to ensure that it 
complies with GRAP; 

2. Perform 6 months AFS, request internal audit 
to review the submission to ensure that GRAP 
requirements are meet. 

30 April 2017 

Manager 
Budget and 
Reporting 
Manager in 
the Office 
of the CFO 
CFO 
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Audit 

report 

ref 

Audit query 

heading 

Finding 

Action plan 

Completion/du 
e date 

Responsible 

person 

24 

Statement of 

comparison of 
budget and 

actual 

amounts 

1 was unable to obtain sufficient appropriate audit evidence for 
differences between the amounts disclosed as the approved 
budget and the municipality’s original budget and the amounts 
disclosed as the final budget and the municipality’s 
adjustment budget, included in the statement of comparison 
of budget and actual amounts. As a result of these differences 
the amounts disclosed as differences between the budget and 
actuals will also be misstated 

1. Review disclosure by CFO to ensure that it 
complies with GRAP; 

2. Perform 6 months AFS, request internal audit 
to review the submission to ensure that GRAP 
requirements are meet 

30 April 2017 

Manager 
Budget and 
Reporting 

Manager in 
the Office 
of the CFO 

CFO 

25 

Going concern 

Note 36 to the financial statements indicates that the Ngaka 
Modiri Molema District Municipality incurred a net loss of 
R446 874 620 during the year ended 30 June 2016 and, as of 
that date, the municipality’s current liabilities exceeded its 
current assets by R205 718 486. These conditions, along with 
other matters as set forth in note 36, indicate the existence of 
a material uncertainty that may cast significant doubt on the 
district municipality’s ability to operate as a going concern. 

Council has adopted to implement the financial 
recovery plan. 

Quarterly reports will be made to assess 
progress 

Continuously 

All Senior 
Managers 

Municipal 

Manager 

Council 

35 

AOPO 

Usefulness - 

Basic 

services and 
infrastructure 

Important indicators did not relate logically and directly to an 
aspect of the auditee’s mandate and the realisation of strategic 
goals and objectives as per the five year service delivery and 
budget implementation plan, as required by the FMPPI 

The indicator was removed in the current 
financial year 2016/2017 and now the 
municipality is reporting on the Number of 
Capital Projects in construction stage to be 
completed by 30 June 2017 

This finding has already been addressed. 

01 July 2016 

Manager: 

PMS 


development 

The FMPPI requires that performance targets should be 
specific in clearly identifying the nature and required level of 
performance. A total of 15% targets were not specific. 

The following targets of indicators were found not to be specific 
as they had no logical link to the indicator: 

The annual target for KPI 24 was corrected in 
the 2016/2017 SDBIP. 

The corporate objective for KPI 25 was 
corrected in the 2016/2017 SDBIP 

This finding has already been addressed 

01 July 2016 

Manager: 

PMS 
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Audit query 

heading 

Finding 

Action plan 

Completion/ 
due date 

Responsible 

person 

36 

AOPO 

Reliability of 

Basic services 

and 

infrastructure 
development 
Audit finding 

The FMPPI requires auditees to have appropriate systems 
to collect, collate, verify and store performance information 
to ensure reliable reporting of actual achievements against 
planned objectives, indicators and targets. The reported 
achievements against planned targets of important 
indicators were not reliable when compared to the source 
information or evidence provided. 

PMS unit will ensure that there is alignment 
between the targets, actual performance and 
portfolio of evidence 

01 

2016 

July 

Manager: 

PMS 

38 

AOPO 

Reliability of 

Promote Local 
Economic 
Development 
Priority 

The FMPPI requires auditees to have Appropriate systems 
to collect, collate, verify and store performance information 
to ensure reliable reporting of actual achievements against 
planned objectives, indicators and targets. The reported 
achievements against planned targets 

of important indicators were not reliable when compared to 
the source information or evidence provided. 

PMS unit will ensure that there is alignment 
between the targets, actual performance and 
portfolio of evidence 

01 

2016 

July 


42 

Strategic 
planning and 

performance 
management 

The annual performance report for the year under review 
did not include the performance of the local municipalities 
and Sedibeng Water that performed services on behalf of 
the district municipality as required by section 46(1 )(a) of 
the Municipal Systems Act, 2000 (Act No. 32 of 2000) 
(MSA) 




43 

Financial 

statements, 
performance 
and annual 

reports 

The financial statements submitted for auditing were not 
prepared in all material respects in accordance with the 
requirements of section 122 of the MFMA. Material 
misstatements identified by the auditors in the submitted 
financial statements were not adequately corrected and the 
supporting records could not be provided subsequently, 
which resulted in the financial statements receiving a 
disclaimer audit opinion. 

The oversight report adopted by the council on the 2014-15 
annual report was not made public, as required by section 
129(3) of the MFMA. 

1. Implement a MFMA compliance checklist to 
ensure all requirements are met by 2016/17-year 
end. 

2. Checklist will be reviewed by internal control 
throughout the year (Utilising the GRAP checklist). 

30 

2017 

April 

Manager 
Budget and 
Reporting 

Manager in 
the Office of 
the CFO 

CFO 


174 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 


45-52 


Procurement 1 
and contract 
management 


2 . 

3 . 

4 . 

5 . 

6 . 


7 . 


8 . 


I could not obtain sufficient appropriate audit evidence that 
goods and services of a transaction value above R200 000 
were procured by inviting competitive bids and that deviations 
approved by the accounting officer were only approved if it was 
impractical to invite competitive bids, as required by SCM 
regulations 19(a) and 36(1). 

Invitations for competitive bidding were not always advertised 
for a required minimum period of days, in contravention of SCM 
regulations 22(1) and 22(2). 

I could not obtain sufficient appropriate audit evidence that 
contracts were only extended or modified after tabling the 
reasons for the proposed amendment in the council of the 
municipality, as required by section 1 16(3) of the MFMA. 

I could not obtain sufficient appropriate audit evidence that all 
extensions or modifications to contracts were approved by a 
properly delegated official, as required by SCM regulation 5. 

The contract performance and monitoring measures and 
methods were insufficient to ensure effective contract 
management, in contravention of section 1 1 6(2)(c) of the 
MFMA. 

Awards were made to providers whose directors / principal 
shareholders were in the service of other state institutions, in 
contravention of section 1 1 2(j) of the MFMA and SCM 
regulation 44. Similar awards were identified in the previous 
year and no effective steps were taken to prevent or combat the 
abuse of the SCM process, as required by SCM regulation 
38(1). 

Persons in service of the municipality whose close family 
members had a private or business interest in contracts 
awarded by the municipality failed to disclose such interest, in 
contravention of SCM regulation 46(2)(e) and the code of 
conduct for staff members issued in terms of the MSA. 

I was unable to obtain sufficient appropriate audit evidence that 
measures to combat the abuse of the SCM system were 
implemented as per the requirements of SCM regulation 38(1). 
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1. Prepare a checklist of information to 30 
be filed and maintained for the various 2017 
thresholds in terms of Supply Chain 
Regulations, MFMA and the Preferential 
Procurement Regulation 2001. 

2. Train Supply Chain Management 
officials on the checklist and regulations 
mentioned above. 

3. Assign responsibilities to individuals 
within SCM to provide explanations and 
accountability where deviations from the 
SCM Checklist and framework have 
been identified 


April 


Manager 
Supply Chain 
Management 


Manager in 
the Office of 
the CFO 


CFO 
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Audit 

report 

ref 

Audit query 

heading 

Finding 

Action plan 

Completion/ 
due date 

Responsible 

person 


EXPENDITUR 

E 

MANAGEMEN 

T 

1 . Money owed by the municipality was not always paid within 30 
days, as required by section 65(2)(e) of the MFMA. 

2 . An adequate management, accounting and information system 
was not in place which recognised expenditure when it was 
incurred and accounted for creditors, as required by section 
65(2)(b) of the MFMA. 

3 . Reasonable steps were not taken to prevent unauthorised, 
irregular or fruitless and wasteful expenditure, as required by 
section 62(1 )(d) of the MFMA. 

1. Implement a process to ensure timely 
payment is made on receipt of an 
invoice. 

2. Internal control to review the process 
Throughout the year. 

30 April 

2017 

Manager 
Income and 
Expenditure 

Manager in 
the Office of 
the CFO 

CFO 

56-57 

Asset 

management 

4 . An adequate management, accounting and information system 
which accounts for assets was not in place, as required by 
section 63(2)(a) of the MFMA. 

5 . An effective system of internal control for assets (including an 
asset register) was not in place, as required by section 63(2)(c) 
of the MFMA. 

1. Implement a MFMA and Treasury 
regulation compliance checklist to 
ensure all requirements are met by 
2016/17 year end. 

2. Checklist will be reviewed by internal 
control throughout the year. This will 
mainly focus on the MFMA checklist 

31 March 

2017 

Manager 

Assets 

Manager in 
the Office of 
the CFO 

CFO 


Consequence 

management 

Unauthorised, irregular and fruitless and wasteful expenditure 
incurred by the municipality was not investigated to determine 
if any person is liable for the expenditure, as required by 
section 32(2)(a) and (b) of the MFMA 



Municipal 

Manager 

Council 


Environmental 

management 

The district municipality did not fulfil all the assigned powers and 
co-operative functions to support its local municipalities in 
terms of sections 152, 156 and 229 of the Constitution of the 
Republic of South Africa, 1996 (Act No. 108 of 1996) and 
sections 83(1) and (2) and 88(1) of the Municipal Structures 
Act, 1998 (Act No. 117 of 1998) towards a healthy, safe and 
sustainable environment 



Senior 

Manager 

MHHS 
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COMMENTS ON AUDITOR-GENERAL’S OPINION 2015/2016: 

In order to improve the Auditor General Audit opinion the municipality will ensure that the audit 
action plan for 2015/2016 will be implemented accordingly. 

T 6.2.4 


COMMENTS ON MFMA SECTION 71 RESPONSIBILITIES: 

Section 71 of the MFMA requires municipalities to return a series of financial performance data to 
the National Treasury at specified intervals throughout the year. The Chief Financial Officer states 
that these data sets have been returned according to the reporting requirements for the reporting 
year 2015/2016. 



M Mofokeng 

Acting Chief Financial Officer 

T 6.2.5 
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AUDITOR-GENERAL 

Auditing to build public confidence south Africa 

Report of the auditor-general to the North West provincial 
legislature and the council on the Ngaka Modiri Molema 
District Municipality 

Report on the financial statements 

INTRODUCTION 

6. I was engaged to audit the financial statements of the Ngaka Modiri Molema District 
Municipality set out on pages 244 to 294, which comprise the statement of financial position 
as at 30 June 201 6, the statement of financial performance, statement of changes in net 
assets, cash flow statement and the statement of comparison of budget and actual amounts 
for the year then ended, as well as the notes, comprising a summary of significant accounting 
policies and other explanatory information. 

ACCOUNTING OFFICER’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS 

7. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally Recognised 
Accounting Practice (SA standards of GRAP) and the requirements of the Municipal Finance 
Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division of 
Revenue Act of South Africa, 2015 (Act No. 1 of 2015) (DoRA) and for such internal control as 
the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

AUDITOR-GENERAL’S RESPONSIBILITY 

8. My responsibility is to express an opinion on the financial statements based on conducting the 
audit in accordance with International Standards on Auditing. Because of the matters 
described in the basis for disclaimer of opinion paragraphs, however, I was unable to obtain 
sufficient appropriate audit evidence to provide a basis for an audit opinion. 

BASIS FOR DISCLAIMER OF OPINION 

PROPERTY, PLANT AND EQUIPMENT 

9. I was unable to obtain sufficient appropriate audit evidence to substantiate the cost, residual 
values, useful lives and assessment used in calculating the carrying values for movable 
assets included in property, plant and equipment or that all projects in progress were recorded 
due to the municipality not having adequate systems in place to account for and maintain 
records of its property, plant and equipment. In addition, I was unable to obtain sufficient 
appropriate audit evidence for the restatement of the corresponding figure for immovable 
assets to rectify prior year misstatements or that these misstatements were corrected 
retrospectively. 

The municipality’s records did not permit the application of alternative audit procedures. 
Consequently, I was unable to determine whether any adjustments to property, plant and 
equipment of R3 647 684 293 (2015: R4 818 683 767) included in note 3 or the depreciation 
and amortisation expense of R323 478 136 (2015: R229 414 501) included in note 23 to the 
financial statements were necessary. 

INVENTORIES 

10. I was unable to obtain sufficient appropriate audit evidence for inventories as the municipality 
did not have an adequate system in place to account for and maintain records of inventories. I 
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was unable to confirm the inventories by alternative means. Consequently, I was unable to 
determine whether any adjustments relating to inventories of R29 663 324 
(2015: R30 485 891) included in note 7 to the financial statements was necessary. 

RECEIVABLES FROM EXCHANGE TRANSACTIONS 

11. I was unable to obtain sufficient appropriate audit evidence for receivables from exchange 
transactions as the municipality do not have adequate systems in place to account for and 
maintain records of its receivables from exchange transactions. I was unable to confirm these 
receivables from exchange transactions by alternative means. Consequently, I was unable to 
determine whether any adjustments relating to receivables from exchange transactions of 
R6 445 525 (2015: R8 188 456) included in note 8 to the financial statements was necessary. 

VAT RECEIVABLE 

12. I was unable to obtain sufficient appropriate audit evidence for the VAT receivable as the 
municipality do not have adequate systems in place to reconcile, account for and maintain 
records of its VAT receivable. I was unable to confirm the VAT receivable by alternative 
means. Consequently, I was unable to determine whether any adjustments relating to VAT 
receivable of R156 432 804 (2015: R161 378 714) included in note 9 to the financial 
statements was necessary. 

CASH AND CASH EQUIVALENTS 

13. During 2015, I was unable to obtain sufficient appropriate audit evidence for cash and cash 
equivalents as the municipality did not have adequate systems in place to reconcile cash and 
cash equivalents. I was unable to determine whether any adjustment to cash and cash 
equivalents of R82 539 578 in the prior period was necessary. My audit opinion on the 
financial statements for the period ended 30 June 2015 was modified accordingly. I was still 
unable to confirm cash and cash equivalents by alternate means. Consequently, my opinion 
on the current period’s financial statements is also modified because of the possible effect of 
this matter on the comparability of the current period’s figures. 

PAYABLES FROM EXCHANGE TRANSACTIONS 

14. I was unable to obtain sufficient appropriate audit evidence for payables from exchange 
transactions as the municipality did not have an adequate system in place to reconcile, 
account for and maintain records of its payables from exchange transactions. I was unable to 
confirm these payables from exchange transactions by alternative means. In addition, 
liabilities of R8 839 898 (2015: R14 776 505) were not recorded as payables from exchange 
transactions. Consequently, I was unable to determine whether any further adjustments 
relating to payables from exchange transactions of R488 585 068 (2015: R31 5 915 797) 
included in note 15 to the financial statements was necessary. 

UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

15. I was unable to obtain sufficient appropriate audit evidence for unspent conditional grants and 
receipts as the municipality did not have an adequate system in place to reconcile, account for 
and maintain records of its unspent conditional grants and receipts. I was unable to confirm 
these unspent conditional grants and receipts by alternative means. Consequently, I was 
unable to determine whether any adjustments relating to unspent conditional grants and 
receipts of R1 06 423 058 (201 5: R1 46 075 826) disclosed in note 1 1 , government grants and 
subsidies of R688 321 305 (201 5: R658 851 886) disclosed in note 18 to the financial 
statements or any related expenditure were necessary. 

REVENUE FROM NON-EXCHANGE TRANSACTIONS 

16. I was unable to obtain sufficient appropriate audit evidence for a receipt of R73 474 000 
included in government grants and subsidies as the municipality did not have adequate 
systems in place to maintain records of its revenue from non-exchange transactions. I was 
unable to confirm revenue from non-exchange transactions by alternative means. 
Consequently, I was unable to determine whether any adjustments relating to government 
grants and subsidies of R688 321 305 in note 18 to the financial statements was necessary. 
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17. During 2015, the municipality did not account for all government grants and subsidies as 
required by GRAP 23 Revenue from non-exchange transactions, as the municipality do not 
have adequate systems in place to reconcile and record government grants and subsidies. 
Consequently, government grants and subsidies was understated by R20 973 000 and 
unspent conditional grants and receipts was overstated by the same. My audit opinion on the 
financial statements for the period ended 30 June 2015 was modified accordingly. My opinion 
on the current period’s financial statements is also modified because of the effect of this 
matter on the comparability of the current period’s figures. 

EXPENDITURE 

18. I was unable to obtain sufficient appropriate audit evidence for expenditure as the district 
municipality did not have adequate systems to maintain records for adjustments or reconcile 
differences between the financial statements and the general ledger. In addition, expenditure 
relating to contracted services was overstated by R161 314 145 as expenditure of prior 
periods was again recorded in the current year. I could not confirm this expenditure by 
alternative means. Consequently, I was unable to determine whether any further adjustments 
to repairs and maintenance, contracted services, transfer and subsidies and general 
expenses totalling R532 210 586 (2015: R446 406 026) in the financial statements was 
necessary. 

EMPLOYEE RELATED COSTS 

19. During 2015, I was unable to obtain sufficient appropriate audit evidence for employee related 
costs as the municipality do not have adequate systems in place to reconcile, account for and 
maintain records of its employee related costs. I was unable to determine whether any 
adjustment to employee related costs of R304 687 735 was necessary. My audit opinion on 
the financial statements for the period ended 30 June 2015 was modified accordingly. I was 
still unable to confirm employee related costs by alternate means. Consequently, my opinion 
on the current period’s financial statements is also modified because of the possible effect of 
this matter on the comparability of the current period’s figures. 
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COMMITMENTS 

20. I was unable to obtain sufficient appropriate audit evidence for commitments as the 
municipality did not have an adequate contract management system in place to disclose its 
capital commitments. I was unable to confirm the commitments by alternative means. 
Consequently, I was unable to determine whether any adjustments relating to commitments of 
R209 411 004 (2015: R772 574 114) as disclosed in note 30 to the financial statements was 
necessary. 

CONTINGENCIES 

21. I was unable to obtain sufficient appropriate audit evidence for contingencies as the 
municipality did not have adequate systems in place to maintain records of its legal 
correspondence regarding contingencies. In addition, the contingencies are understated by 
R308 905 920 in the current year and prior year as the municipality did not have adequate 
systems in place to accurately record its contingencies. I was unable to confirm the 
contingencies by alternative means. Consequently, I was unable to determine whether any 
further adjustments relating to contingencies as disclosed in note 31 to the financial 
statements was necessary. 

PRIOR PERIOD ERRORS 

22. I was unable to obtain sufficient appropriate audit evidence for the differences between the 
correction of errors disclosed in the statement of changes in net assets and the amounts 
disclosed in note 33 to the financial statements and between the prior period balance of the 
accumulated surplus in the statement of changes in net assets and the statement of financial 
position. In addition, an unexplained difference for accumulated surplus exists between the 
financial statements and the general ledger. I was unable to confirm the accumulated surplus 
by alternative means. Consequently, I was unable to determine whether any adjustments to 
the accumulated surplus of R3 201 105 266 (2015: R4 471 473 088) as disclosed in the 
statement of financial position. 

23. I was unable to obtain sufficient appropriate audit evidence that all the prior period errors were 
appropriately disclosed as required by GRAP 3 Accounting policies, changes in accounting 
estimates and errors. I was unable to confirm the disclosure relating to the prior period errors 
by alternative means. Consequently, I was unable to determine whether any adjustment to 
prior period errors disclosed in note 33 or any other account balances, transactions and 
disclosures affected by these prior period errors to the financial statements were necessary. 

RISK MANAGEMENT 

24. The municipality did not disclose the carrying values of the different categories or details 
about the significance of the financial instruments as required by GRAP 104 Financial 
instruments. In addition, the municipality did not disclose all the requirements relating to the 
exposure to credit and liquidity risk. I was unable to determine the correct disclosure as per 
notes 16 and 35 to the financial statements for the financial instruments as it was 
impracticable to do so. 

UNAUTHORISED EXPENDITURE 

25. I was unable to obtain sufficient appropriate audit evidence for unauthorised expenditure as 
an accurate comparison of budget to the actual expenditure per vote was not available. I was 
unable to confirm the unauthorised expenditure by alternative means. Consequently, I was 
unable to determine whether any adjustment relating to unauthorised expenditure of 
R725 635 614 (2015: R473 582 958) as disclosed in note 37 to the financial statements was 
necessary. 

FRUITLESS AND WASTEFUL EXPENDITURE 

26. Section 125 of the MFMA requires the disclosure of fruitless and wasteful expenditure 
incurred. The district municipality made payments of R3 305 076 in the current year and 
R20 486 965 in prior periods that is regarded as fruitless and wasteful expenditure in terms of 
the definition in section 1 of the MFMA, which were not included in fruitless and wasteful 
expenditure disclosed. Consequently, fruitless and wasteful expenditure as per note 38 to the 
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financial statements is understated by R23 792 041 (2015: R20 486 965). As the district 
municipality did not quantify the full extent of the fruitless and wasteful expenditure, it was 
impracticable to determine the resultant understatement of fruitless and wasteful expenditure. 

IRREGULAR EXPENDITURE 

27. Section 1 25 of the MFMA requires the disclosure of irregular expenditure incurred. The district 
municipality made payments of R22 279 970 (2015: R90 220 079) in contravention with the 
supply chain management requirements which were not included in irregular expenditure 
disclosed. Consequently, irregular expenditure as per note 39 to the financial statements is 
understated by R112 500 049 (2015: R90 220 079). As the district municipality did not 
quantify the full extent of the irregular expenditure, it was impracticable to determine the 
resultant understatement of irregular expenditure. 

CASH FLOW STATEMENT 

28. I was unable to obtain sufficient appropriate audit evidence for the amounts included in the 
cash flow statement for the current and prior period as the municipality did not adequately 
review the movements on the cash flow statement. I was unable to practicably quantify the 
misstatements in the cash flow statement and notes thereto or verify the amounts by 
alternative means. Consequently, I was unable to determine whether any adjustments relating 
to the cash flow statement and notes thereto were necessary. 

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 

29. I was unable to obtain sufficient appropriate audit evidence for differences between the 
amounts disclosed as the approved budget and the municipality’s original budget and the 
amounts disclosed as the final budget and the municipality’s adjustment budget, included in 
the statement of comparison of budget and actual amounts. As a result of these differences 
the amounts disclosed as differences between the budget and actuals will also be misstated. 

DISCLAIMER OF OPINION 

30. Because of the significance of the matters described in the basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion. Accordingly, I do not express an opinion on the financial 
statements. 

EMPHASIS OF MATTER 

31 . I draw attention to the matter below. My opinion is not modified in respect of this matter. 



182 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 


0 



GOING CONCERN 

32. Note 36 to the financial statements indicates that the Ngaka Modiri Molema District 
Municipality incurred a net loss of R446 874 620 during the year ended 30 June 2016 and, as 
of that date, the municipality’s current liabilities exceeded its current assets by R205 718 486. 
These conditions, along with other matters as set forth in note 36, indicate the existence of a 
material uncertainty that may cast significant doubt on the district municipality’s ability to 
operate as a going concern. 

ADDITIONAL MATTER 

33. I draw attention to the matter below. My opinion is not modified in respect of these matters. 

UNAUDITED DISCLOSURE NOTES 

34. In terms of section 125(2)(e) of the MFMA the district municipality is required to disclose 
particulars of non-compliance with the MFMA. This disclosure requirement did not form part of 
the audit of the financial statements and accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

35. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and 
the general notice issued in terms thereof, I have a responsibility to report findings on the 
reported performance information against predetermined objectives for selected key 
performance areas (KPAs) presented in the annual performance report, compliance with 
legislation and internal control. The objective of my tests was to identify reportable findings as 
described under each subheading but not to gather evidence to express assurance on these 
matters. Accordingly, I do not express an opinion or conclusion on these matters. 

PREDETERMINED OBJECTIVES 

36. I performed procedures to obtain evidence about the usefulness and reliability of the reported 
performance information for the following selected KPAs presented in the annual performance 
report of the district municipality for the year ended 30 June 2016: 

• KPA 2: Basic service delivery and infrastructure development on pages 215 and 220 

• KPA 3: Promote financial viability on pages 221 to 225 

• KPA 4: Promote local economic development on pages 226 to 233 

37. I evaluated the usefulness of the reported performance information to determine whether it 
was consistent with the planned programmes. I further performed tests to determine whether 
indicators and targets were well defined, verifiable, specific, measurable, time bound and 
relevant, as required by the National Treasury’s Framework for managing programme 
performance information (FMPPI). 

38. I assessed the reliability of the reported performance information to determine whether it was 
valid, accurate and complete. 

39. The material findings in respect of the selected key performance areas are as follows: 
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KPA 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

USEFULNESS OF REPORTED PERFORMANCE INFORMATION 

40. Important indicators did not relate logically and directly to an aspect of the auditee’s mandate 
and the realisation of strategic goals and objectives as per the five year service delivery and 
budget implementation plan, as required by the FMPPI. 

RELIABILITY OF REPORTED PERFORMANCE INFORMATION 

41 . The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store 
performance information to ensure reliable reporting of actual achievements against planned 
objectives, indicators and targets. The reported achievements against planned targets of 
important indicators were not reliable when compared to the source information or evidence 
provided. 

KPA 3: PROMOTE FINANCIAL VIABILITY 

42. I did not identify any material findings on the usefulness and reliability of the reported 
performance information for this development priority. 

KPA 4: PROMOTE LOCAL ECONOMIC DEVELOPMENT 

RELIABILITY OF REPORTED PERFORMANCE INFORMATION 

43. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store 
performance information to ensure reliable reporting of actual achievements against planned 
objectives, indicators and targets. The reported achievements against planned targets of 
important indicators were not reliable when compared to the source information or evidence 
provided. 

ADDITIONAL MATTER 

44. I draw attention to the following matter: 

ACHIEVEMENT OF PLANNED TARGETS 

45. Refer to the annual performance report on pages 210 to 241 for information on the 
achievement of the planned targets for the year. This information should be considered in the 
context of the material findings on the usefulness and reliability of the reported performance 
information for the selected key performance areas reported in paragraphs 35, 36 and 38 of 
this report. 

COMPLIANCE WITH LEGISLATION 

46. I performed procedures to obtain evidence that the district municipality had complied with 
applicable legislation regarding financial matters, financial management and other related 
matters. My findings on material compliance with specific matters in key legislation, as set out 
in the general notice issued in terms of the PAA, are as follows: 

STRATEGIC PLANNING AND PERFORMANCE MANAGEMENT 

47. The annual performance report for the year under review did not include the performance of 
the local municipalities and Sedibeng Water that performed services on behalf of the district 
municipality as required by section 46(1 )(a) of the Municipal Systems Act, 2000 (Act No. 32 of 
2000) (MSA). 
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FINANCIAL STATEMENTS, PERFORMANCE AND ANNUAL REPORTS 

48. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122 of the MFMA. Material misstatements 
identified by the auditors in the submitted financial statements were not adequately corrected 
and the supporting records could not be provided subsequently, which resulted in the financial 
statements receiving a disclaimer audit opinion. 

49. The oversight report adopted by the council on the 2014-15 annual report was not made 
public, as required by section 1 29(3) of the MFMA. 

PROCUREMENT AND CONTRACT MANAGEMENT 

50. I could not obtain sufficient appropriate audit evidence that goods and services of a 
transaction value above R200 000 were procured by inviting competitive bids and that 
deviations approved by the accounting officer were only approved if it was impractical to invite 
competitive bids, as required by SCM regulations 19(a) and 36(1). 

51 . Invitations for competitive bidding were not always advertised for a required minimum period 
of days, in contravention of SCM regulations 22(1) and 22(2). 

52. I could not obtain sufficient appropriate audit evidence that contracts were only extended or 
modified after tabling the reasons for the proposed amendment in the council of the 
municipality, as required by section 116(3) of the MFMA. 

53. I could not obtain sufficient appropriate audit evidence that all extensions or modifications to 
contracts were approved by a properly delegated official, as required by SCM regulation 5. 

54. The contract performance and monitoring measures and methods were insufficient to ensure 
effective contract management, in contravention of section 116(2)(c) of the MFMA. 

55. Awards were made to providers whose directors / principal shareholders were in the service of 
other state institutions, in contravention of section 1 1 2 ( j ) of the MFMA and SCM regulation 44. 
Similar awards were identified in the previous year and no effective steps were taken to 
prevent or combat the abuse of the SCM process, as required by SCM regulation 38(1). 

56. Persons in service of the municipality whose close family members had a private or business 
interest in contracts awarded by the municipality failed to disclose such interest, in 
contravention of SCM regulation 46(2)(e) and the code of conduct for staff members issued in 
terms of the MSA. 

57. I was unable to obtain sufficient appropriate audit evidence that measures to combat the 
abuse of the SCM system were implemented as per the requirements of SCM regulation 
38(1). 

EXPENDITURE MANAGEMENT 

58. Money owed by the municipality was not always paid within 30 days, as required by section 
65(2)(e) of the MFMA. 

59. An adequate management, accounting and information system was not in place which 
recognised expenditure when it was incurred and accounted for creditors, as required by 
section 65(2)(b) of the MFMA. 

60. Reasonable steps were not taken to prevent unauthorised, irregular or fruitless and wasteful 
expenditure, as required by section 62(1 )(d) of the MFMA. 

ASSET MANAGEMENT 

61 . An adequate management, accounting and information system which accounts for assets was 
not in place, as required by section 63(2)(a) of the MFMA. 

62. An effective system of internal control for assets (including an asset register) was not in place, 
as required by section 63(2)(c) of the MFMA. 

CONSEQUENCE MANAGEMENT 

63. Unauthorised, irregular and fruitless and wasteful expenditure incurred by the municipality was 
not investigated to determine if any person is liable for the expenditure, as required by section 
32(2)(a) and (b) of the MFMA. 

ENVIRONMENTAL MANAGEMENT 
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64. The district municipality did not fulfil all the assigned powers and co-operative functions to 
support its local municipalities in terms of sections 152, 156 and 229 of the Constitution of the 
Republic of South Africa, 1996 (Act No. 108 of 1996) and sections 83(1) and (2) and 88(1) of 
the Municipal Structures Act, 1998 (Act No. 117 of 1998) towards a healthy, safe and 
sustainable environment. 

INTERNAL CONTROL 

65. I considered internal control relevant to my audit of the financial statements, the annual 
performance report and compliance with legislation. The matters reported below are limited to 
the significant internal control deficiencies that resulted in the basis for disclaimer of opinion, 
the findings on the annual performance report and the findings on compliance with legislation 
included in this report. 

LEADERSHIP 

66. Management did not exercise its oversight responsibility regarding accurate and complete 
financial and performance reporting, compliance and related internal controls to such an 
extent that the district municipality was placed under administration. Management did not 
implement effective human resources management to ensure that adequate and sufficiently 
skilled resources were in place and that performance is monitored. In addition the 
municipality’s monitoring controls to ensure the proper implementation of the overall 
performance management system process of planning, budgeting, implementation and 
reporting were not sufficient. 

FINANCIAL AND PERFORMANCE MANAGEMENT 

67. The municipality did not implement proper record keeping ensuring that complete, relevant 
and accurate information is accessible and available to support financial reporting. The 
municipality did not prepare regular, accurate and complete financial reports that are 
supported and evidenced by reliable information. 

GOVERNANCE 

68. Significant risks were not identified as no risk assessment were performed, resulting in 
significant deficiencies identified during the audit. Although the audit committee and internal 
audit was in place and complied with relevant legislation, their inputs were not implemented by 
the municipality. 
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OTHER REPORTS 

69. I draw attention to the following engagements that could potentially impact on the district 
municipality’s financial, performance and compliance related matters. My opinion is not 
modified in respect of these engagements that are in progress. 

INVESTIGATIONS 

70. An independent consulting firm is currently performing an investigation at the request of the 
North West Department of Finance and Economic Development and the North West 
Department of Local Government, which covers the period 1 January 2011 to 
30 November 2014. The investigation was initiated after the Executive Council of the North 
West Province took a decision to undertake a comprehensive forensic investigation at the 
municipality following allegations of mismanagement, fraud, corruption and other related 
allegations. The matters under investigation mainly deal with procurement and human 
resource issues. The reports have been issued in draft pending further instructions. 



Potchefstroom 
30 November 2016 



AUDITOR-GENERAL 


SOUTH AFRICA 


Auditing to build public confidence 
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GLOSSARY 


Accessibility 

indicators 

Explore whether the intended beneficiaries are able to access services or outputs. 

Accountability 

documents 

Documents used by executive authorities to give “full and regular " reports on the matters under 
their control to Parliament and provincial legislatures as prescribed by the Constitution. This 
includes plans, budgets, in-year and Annual Reports. 

Activities 

The processes or actions that use a range of inputs to produce the desired outputs and ultimately 
outcomes. In essence, activities describe "what we do". 

Adequacy indicators 

The quantity of input or output relative to the need or demand. 

Annual Report 

A report to be prepared and submitted annually based on the regulations set out in Section 121 of 
the Municipal Finance Management Act. Such a report must include annual financial statements 
as submitted to and approved by the Auditor-General. 

Approved Budget 

The annual financial statements of a municipality as audited by the Auditor General and approved 
by council or a provincial or national executive. 

Baseline 

Current level of performance that a municipality aims to improve when setting performance 
targets. The baseline relates to the level of performance recorded in a year prior to the planning 
period. 

Basic municipal 

service 

A municipal service that is necessary to ensure an acceptable and reasonable quality of life to 
citizens within that particular area. If not provided it may endanger the public health and safety or 
the environment. 

Budget year 

The financial year for which an annual budget is to be approved - means a year ending on 30 
June. 

Cost indicators 

The overall cost or expenditure of producing a specified quantity of outputs. 

Distribution 

indicators 

The distribution of capacity to deliver services. 

Financial Statements 

Includes at least a statement of financial position, statement of financial performance, cash-flow 
statement, notes to these statements and any other statements that may be prescribed. 

General Key 

performance 

indicators 

After consultation with MECs for local government, the Minister may prescribe general key 
performance indicators that are appropriate and applicable to local government generally. 

Impact 

The results of achieving specific outcomes, such as reducing poverty and creating jobs. 

Inputs 

All the resources that contribute to the production and delivery of outputs. Inputs are "what we use 
to do the work”. They include finances, personnel, equipment and buildings. 

Integrated 

Development Plan 
(IDP) 

Set out municipal goals and development plans. 

National Key 

performance areas 

• Service delivery & infrastructure 

• Economic development 

• Municipal transformation and institutional development 

• Financial viability and management 

• Good governance and community participation 

Outcomes 

The medium-term results for specific beneficiaries that are the consequence of achieving specific 
outputs. Outcomes should relate clearly to an institution's strategic goals and objectives set out in 
its plans. Outcomes are "what we wish to achieve". 

Outputs 

The final products, or goods and services produced for delivery. Outputs may be defined as "what 
we produce or deliver". An output is a concrete achievement (i.e. a product such as a passport, an 
action such as a presentation or immunization, or a service such as processing an application) 
that contributes to the achievement of a Key Result Area. 

Performance 

Indicator 

Indicators should be specified to measure performance in relation to input, activities, outputs, 
outcomes and impacts. An indicator is a type of information used to gauge the extent to 
which an output has been achieved (policy developed, presentation delivered, service rendered) 

Performance 

Information 

Generic term for non-financial information about municipal services and activities. Can also be 
used interchangeably with performance measure. 

Performance 

Standards: 

The minimum acceptable level of performance or the level of performance that is generally 
accepted. Standards are informed by legislative requirements and service-level agreements. 
Performance standards are mutually agreed criteria to describe how well work must be done in 
terms of quantity and/or quality and timeliness, to clarify the outputs and related activities of a job 
by describing what the required result should be. In this EPMDS performance standards are 
divided into indicators and the time factor. 
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Performance 

Targets: 

The level of performance that municipalities and its employees strive to achieve. Performance 
Targets relate to current baselines and express a specific level of performance that a municipality 
aims to achieve within a given time period. 

Service Delivery 

Budget 

Implementation Plan 

Detailed plan approved by the mayor for implementing the municipality’s delivery of services; 
including projections of the revenue collected and operational and capital expenditure by vote for 
each month. Service delivery targets and performance indicators must also be included. 

Vote: 

One of the main segments into which a budget of a municipality is divided for appropriation of 
money for the different departments or functional areas of the municipality. The Vote specifies the 
total amount that is appropriated for the purpose of a specific department or functional area. 

Section 1 of the MFMA defines a “vote” as: 

a) one of the main segments into which a budget of a municipality is divided for the appropriation 
of money for the different departments or functional areas of the municipality; and 

b) which specifies the total amount that is appropriated for the purposes of the department or 
functional area concerned 


189 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 



190 



in Integrated Municipal Governance 






\ \ 





1 L t 









NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 



APPENDICES 


APPENDIX A - COUNCILLORS; COMMITTEE ALLOCATION AND COUNCIL 
ATTENDANCE 


Council Members 

Full 
Time / 

Part 

Time 

Committees Allocated 

*Ward 

and/ or 
Party 
Represe 
nted 


FT/PT 

Tshepo Makolomakwa 

PT 

Budget Steering Committee 

ANC 

Yoliswa Sechoaro 

FT 

Budget Steering Committee/ Demarcation 

ANC 

Eric Landsman 

FT 

Special Projects/ Budget Steering Committee/ Demarcation 

ANC 

Matahleho M Dala 

PT 

Infrastructure and Maintenance 

ANC 

Naledi G. Moamogwa 

PT 

Municipal Flealth and Safety 

ANC 

Boitumelo Matlholoa 

PT 

Municipal Flealth and Safety 

DA 

Lisan M Schickeriing 

PT 

Special Projects/ Petition and Tribunal 

DA 

Itumeleng Lethoko 

PT 

Special Project 

ANC 

France Galatlhobogwe 

PT 

Corporate Resource Support 

DA 

Gaogakwe Mokoto 

FT 

Seconded to SALGA 

ANC 

Lebogang Magagane 

FT 

Project Management Unit/ Seconded to SALGA 

ANC 

Mompati Makalela 

FT 

District Planning and IDP 

ANC 

M S Leballo 

FT 

Municipal Flealth and Safety 

ANC 

Thapelo Mothibi 

FT 

MPAC 

EFF 

Moabi Thabeng 


MPAC 


Phemelo Malebelela 

FT 

Seconded to SALGA 

ANC 

Tebogo Seitsho 

PT 

Project Management Unit 

ANC 

Manko Kwaneite 

FT 

Municipal Flealth and Safety/ Performance Committee/Seconded to 
SALGA 

ANC 

Johannes Tselapedi 

FT 

MPAC 

ANC 

Nombulelo Xatazi 

FT 

Wellness 

ANC 

Betty Loeto 

FT 

Special Projects/ Seconded to SALGA 

ANC 

Nomsa Dube 

FT 

Growth and Economic Development 

ANC 

Elizabeth Phaedi 

FT 

District Planning and IDP 

ANC 

Fekile Lomo 

PT 

Finance 

ANC 

Mosidi Mmota 

PT 

Special Projects 

ANC 

Gadibolae Koloko 

PT 

Growth and Economic Development 

ANC 

Tironyane Makolomakwa 

PT 

District Planning and IDP 

ANC 

Dimakatso Malwane 

PT 

Finance 

ANC 

thusoetsile Nche 

PT 

Infrastructure and Maintenance 

UCDP 

Moeng S Mahura 

PT 

MPAC/ Demarcation Committee 

UCDP 

Oabile Seabelo 

PT 

Seconded to SALGA 

ANC 

Nelly Moroeng 

PT 

District Planning and IDP 

UCDP 

Boitumelo Nkolisa 

PT 

Special Projects 

ANC 

Cornel Dreyer 

PT 

Infrastructure and Maintenance 

DA 

Molefe Morutse 

PT 

Seconded to SALGA 

ANC 

Regina Senna 

PT 

Special Projects 

ANC 

Maria Mosiane 

PT 

Project Management Unit 

ANC 

Moji Pilane 

PT 

Rules and Ethics 

ANC 

Barney Lobelo 

PT 

Petition and Tribunal Committee 

ANC 

Masego R Matlholwa 

PT 

Demarcation Committee 

SAPP 

Flendrek Goneewald 

FT 

Municipal Flealth and Safety 

DA 

Kgosi Jeffrey Montshiwoa 




Kgosi Selabe Masibi 




Kgosi Matlaba 




Kgosi Lencoe 




Kgosi Shuping 



T A 
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APPENDIX B - COMMITTEES AND COMMITTEE PURPOSES 


Committees (other than Mayoral / Executive Committee) and Purposes of Committees 

Municipal Committees 

Purpose of Committee 

Municipal Health Safety and 
Services 

Fire and Rescue Services of the Ngaka Modiri Molema District Municipality is a 
service unit that is equipped to manage fire brigade and rescue, and. Municipal 
health services. 

Corporate Resource Support 
Services 

In the Municipality the Unit Advisory Support Services provides legal support, 
advice, opinions contracts drafting and general advice to the council and 
Administration. 

Growth Economic Development 

The Committee is responsible for the local Economic development, Tourism and 
SMME Development. 

Infrastructure Development and 
Maintenance 

Responsible for the Operations and Maintenance of the Water and Roads 
Infrastructure. 

Project Management Unit 

Responsible for the oversight of the implementation of the Capital projects across 
the district. 

Special Projects 

Deals with issues related to Women, youth, disability, and HIV/AIDS and the 
organization of the National calendar Events. 

Planning and Development 

Responsible for the preparations, implementation and review IDP, Town planning 
and Public participation. 

Budget Treasury 

Preparation of the MTREF Budget. Sound Financial Management 

Rules 

Develops rules and standing orders for council, and make sure that they are 
adhered to. 

Municipal Public Account 

To ensure compliance and to combat any fraudulent or corruption practices 

Audit Committee 

To inspect the Municipal books for compliance (Internally) 

Remuneration Committee 

Deals with upper limits and all benefits related matters. 

TB 
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APPENDIX C -THIRD TIER ADMINISTRATIVE STRUCTURE 


Third Tier Structure 

Directorate 

Director/Manager (State title and name) 

Administrator 

Mr P Moipolai 

Municipal Manager 

Acting Municipal Manager : Mr J.J Brander 


Business Process Support 

Acting Senior Manager: Ms G Thaganyane 

Manager Performance Management System 

G Thaganyane 

Manager Communications 

L Matsose 

Manager Intergovernmental Relations 

S Makhoba 

Manager Information Communication Technology 

M.R Mogotsi 


Office of the Chief Financial Officer 

Acting Chief Financial Officer : Mr M Mofokeng 

Manager in the office of the CFO 

L Mokoena 

Manager Income and Expenditure 

N Molefe 

Manager Budget and Reporting 

M.A Ntaopane 

Manager Assets 

M Inno 

Manager Supply chain 

I.G Mekoa 


Corporate Resource Support Services 

Acting Senior Manager: Mr M.R Mogotsi 

Manager Advisory Services 

K Pulenyane 

Manager Labour Relations 

T Hlahla 

Manager Fleet 

D Kole 

Manager Fluman Resource 

B Mahape 

Manager Administration 

D Ramotsoela 


Infrastructure Development and Maintenance 

Senior Manager: Vacant 

Manager Roads 

Vacant 

Manager Bulk Services 

V Maboka 

Manager Water Services Provision 

A Senwedi 
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Project Management Unit 

Senior Manager: Vacant 

Manager: Project Management Unit 

Masego Ntompe 

Project Manager 

Hilda Kgalanyane 

Project Manager 

Dipuo Motsumi 

Project Manager 

Tebogo Nkikana 

Project Manager 

Lereko Leeu 

Municipal Health Safety and Services 

Senior Manager: M.A Metswamere 

Manager Fire and Rescue 

G.G Kwena 

Manager Disaster Management 

S Lesenyego 

Manager Municipal Health and Safety 

J Moleofane 

Planning and Development 

Acting Senior Manager: Ms T Moselane 

Manager Social Services 

T Moselane 

Manager Town and Regional Planning 

C Mbengo 

Manager Integrated Development Plan (IDP) 

T Mpa 

Growth and Economic Development 

Acting Senior Manager: Mr M.N Boikanyo 

Manager Rural Development 

M.N Boikanyo 

Manager Local Economic Development 

Vacant 

Manager Research and Monitoring 

Vacant 

Internal Audit 

Chief Audit Executive: Ms D Mongwaketse 

Audit Executive 

P Mahole 

Audit Executive 

S Ooustruis 

Audit Executive 

J Lesolang 

Office of the Executive Mayor 

Acting Senior Manager: Mr G Mathane 

Manager Office of the Speaker 

S Modise 

Manager Office of the Chief Whip 

D Tau 

Manager Office of the Mayor 

T Shema 

TC 
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APPENDIX D - FUNCTIONS OF MUNICIPALITY / ENTITY 


Municipal / Entity Functions 

MUNICIPAL FUNCTIONS 

Function Applicable to 
Municipality (Yes / No)* 

Function 
Applicable to 
Entity 
(Yes / No) 

Constitution Schedule 4, Part B functions: 



Fire fighting services 

Yes 


Local tourism 

Yes 


Municipal planning 

Yes 


Municipal health services 

Yes 


Water and sanitation services limited to potable water supply systems 
and domestic waste-water and sewage disposal systems 

Yes 


Licensing and control of undertakings that sell food to the public 

Yes 


TD 
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APPENDIX E - WARD REPORTING 


Functionality of Ward Committees 


Ward Name 

Name of Ward 

Committee 

Number of 

Number of 

Number of 

(Number) 

Councillor and 

established 

monthly 

monthly 

quarterly public 


elected Ward 

(Yes / No) 

Committee 

reports 

ward meetings 


committee 


meetings held 

submitted to 

held during 


members 


during the year 

Speakers 

Office on time 

year 


The function of ward committees lays with local municipalities 

Te 


APPENDIX F - WARD INFORMATION 


Ward Title: Ward Name (Number) 

Capital Projects: Seven Largest in 2015/2016 (Full List at Appendix 0) 

R' 000 

Ward 

No. 

Project Name and detail 

Start Date 

End Date 

Total Value 

4, 20 

Blydeville Outfall Sewer Upgrade 

01/01/2012 

15/05/2016 

R 10 200 000.00 

15& 16 

Tlhabologang Internal and Bulk Sanitation 

02/11/2015 

29/05/2017 

R 33 365 184.48 

33 

Magokgoane Upgrading and Refurbishment of 
Existing Water Reticulation and Bulk Water 
Supply 

12/05/2013 

30/08/2016 

R 17 000 000.00 

17 

Grootmarico Waste Water Treatment Plant 

09/12/2014 

22/08/2018 

R 20 000 000.00 

15 

Upgrade & Extension of Zeerusst WWTw 

09/10/2015 

22/18/2019 

R 31 400 000.00 

9 

Delareyville Bulk Water Supply 

05/01/2011 

20/04/2016 

R 3 525 000.00 

13 

Ottosdal Bulk Water Supply Phase 2 

05/05/2013 

21/04/2015 

R 2 000 000.00 

TF.1 
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APPENDIX G - RECOMMENDATIONS OF THE MUNICIPAL AUDIT 
COMMITTEE YEAR 0 


Municipal Audit Committee Recommendations 

Date of 

Committee 

Committee recommendations during 2014/2015 

Recommendations 
adopted (enter Yes) If 
not adopted (provide 
explanation) 


Audit Committee Charter be submitted to Council for approval 

No 


Management should establish risk management unit 

No 

27-Aug-16 

Municipality should develop an action plan to change the situation of the 
municipality 

No 

Maseng and Viljoen Incorporated should submit Draft Annual Financial 
Statements on 28 August 201 6 

No 


Chapter 3 of the Annual report must be made on a separate document 
submitted to Audit Committee for inputs 

Yes 


Management should implement Audit Committee Resolutions Register 

Yes 


Audit Committee Chairperson and Acting Municipal Manager should meet to 
discuss the tabling of reports to Council 

Yes 


Audit Committee Chairperson and Acting Municipal Manager should meet to 
discuss the assessments of Directors/ Senior Managers 

Yes 

19-Jan-16 

The following reports should be submitted to internal audit before 21 July 

2016: 

Back to Basics Report 

Section 71 report (September) 

Expenditure Management Report 

Supply Chain Management Report 

Status on Implementation of Procurement Plan 

Cash Flow Position Report 

Technical Services Report 

Distribution Losses Report 

Water Related Report 

Corporate Services Report 

Human Resources Report 

Litigation Report 

Council Resolutions Implementation Report 

MPAC Report 

Risk Management Establishment Progress Report 

IT Governance Report 

No 


Information on UIF investigation should be emailed to the Chairperson by the 
office of the Acting CFO 

No 


Original Draft Budget submitted to National Treasury and the corrected budget 
should be emailed to the members of the committee 

No 

16-May-16 

Reports supporting the status of the service providers be emailed to internal 
audit 

No 


The draft IDP be distributed to the Audit Committee Members by Monday, 23 
May 2016 



Management should comment on internal audit reports even if they do not 
agree with the findings; the disagreements should be reduced in writing. 

Yes 


Internal audit should monitor the implementation of Year-end Process Plan 

Yes 

27-Jun-16 

The Municipality should consider the Shared-Services model in the 
implementation of Risk Management 

No 

TG 
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APPENDIX J - DISCLOSURES OF FINANCIAL INTERESTS 


Disclosures of Financial Interests 

Period 1 July to 30 June of 2015/2016 (Current Year) 

Position 

Name 

Description of Financial interests* 

(Nil / Or details) 

(Executive) Mayor 



Member of MayCo / Exco 






Councillor 




MS Leballo 

See financial disclosure forms 


EP Dikane 

See financial disclosure forms 


MS Mothibi 

See financial disclosure forms 


TC Mojela 

See financial disclosure forms 


OB Sekwele 

See financial disclosure forms 




Municipal Manager 



Chief Financial Officer 



Deputy MM and (Executive) 
Directors 






Other S57 Officials 




Dl Mongwaketsi 



MA Metswamere 



TJ Mbekeni 



LH Mahole / GL Mathane 


TJ 
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APPENDIX K: REVENUE COLLECTION PERFORMANCE BY VOTE AND BY 
SOURCE 


APPENDIX K (i): REVENUE COLLECTION PERFORMANCE BY VOTE 






Revenue Collection Performance by Vote 

R' 000 


2014/2015 



2015/2016 

2015/2016 Variance 

Vote Description 

Actual 

Original 

Budget 

Adjusted 

Budget 

Actual 

Original 

Budget 

Adjustments 

Budget 

Sale of water and 

sanitation 

2 753 

3 200 

3 200 

3 162 

-1% 

-1% 

Interest on Bank 

Account 

270 

700 

700 

502 

-39% 

-39% 

Other Revenue 

351 

406 

406 

319 

-27% 

-27% 

Vat Refund 

52 365 

- 

32 684 

49 342 

1 00% 

34% 

Interest on 

investments 

5 263 

260 

260 

636 

59% 

59% 

Total Revenue by 
Vote 

61 002 

4 566 

37 250 

53 961 

91% 

25% 







TK.1 


APPENDIX K (ii): REVENUE COLLECTION PERFORMANCE BY SOURCE 


Revenue Collection Performance by Source 

R '000 

Description 

2014/2015 

2015/2016 

2015/2016 Variance 

Actual 

Original 

Budget 

Adjustments 

Budget 

Actual 

Original 

Budget 

Adjustments 

Budget 

Interest earned - 

external investments 

1 936 

260 

260 

636 

59% 

59% 

Other revenue 

1 494 

406 

406 

319 

-27% 

-27% 

Total Revenue 
(excluding capital 
transfers and 
contributions) 

3 430 

666 

666 

955 

32% 

32% 


TK.2 
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APPENDIX L: CONDITIONAL GRANTS RECEIVED: EXCLUDING MIG 


Conditional Grants: excluding MIG 

R' 000 

Details 

Budget 

Adjustments 

Budget 

Actual 

Variance 

Major 

conditions 

applied by 

donor 

(continue 

below if 

necessary) 

Budget 

Adjustments 

Budget 

Rural Roads Asset 
Management 

2316 

2312 

2316 

0% 

0% 


Public Works 

Incentive Grant 

1 989 

1 989 

1 989 

0% 

0% 


Finance Management 
Grant 

1 325 

1 325 

1 325 

0% 

0% 


LG SETA 

- 

67 

370 

1 00% 

82% 


Municipal Systems 
Improvement Grant 

930 

930 

930 

0% 

0% 









Total 

6 560 

6 623 

6 930 

0 

0 



TL 
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APPENDIX M: CAPITAL EXPENDITURE - NEW & UPGRADE/RENEWAL 
PROGRAMMES 


Capital Expenditure - New Assets Programme* 

R '000 

Description 

2014/2015 

Year 2015/16 

Actual 

Original Budget 

Adjustment Budget 

Actual 

Expenditure 

Capital expenditure bv Asset Class 





Infrastructure - Total 

_ 

143 281 552.00 

140 506 552.00 

_ 

Infrastructure: Road transport - 
Total 

_ 

5 091 000.00 

2 316 000.00 

_ 

Roads, Pavements & Bridges 


5 091 000.00 

2 316 000.00 


Storm water 





Infrastructure: Electricity - Total 

_ 

_ 


_ 

Street Lighting 





Infrastructure: Water - Total 

_ 

55 523 000.00 

55 523 000.00 

_ 

Reticulation 


55 523 000.00 

55 523 000.00 


Infrastructure: Sanitation - Total 

_ 

82 667 552.00 

82 667 552.00 

_ 

Reticulation 


82 667 552.00 

82 667 552.00 


Infrastructure: Other - Total 

_ 

_ 


_ 

Other 










Community - Total 

_ 

_ 


_ 

Parks & gardens 









M 
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APPENDIX M (i): CAPITAL EXPENDITURE - NEW ASSETS PROGRAMME 


Capital Expenditure - New Assets Programme* 

R '000 

Description 

Year -1 

YearO 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Capital expenditure bv Asset Class 





Heritaae assets - Total 

_ 

_ 




Other 





Investment properties - Total 

_ 

_ 


_ 

Other 





Other assets 

_ 

2 450 000.00 

781 

541.00 

_ 

General vehicles 


1 300 000.00 



Plant & equipment 


300 000.00 

358 

440.00 


Other 


850 000.00 

423 

101.00 







Aaricultural assets 

_ 

_ 




List sub-class 





Bioloaical assets 

_ 

_ 


_ 

List sub-class 





Intanaibles 

_ 

_ 


_ 

Other (list sub-class) 





Total Capital Expenditure on new assets 

_ 

145 731 552.00 

141 288 

093.00 

_ 

Specialised vehicles 

_ 

_ 


_ 

Fire 





Ambulances 





M(i) 
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Capital Expenditure - Upgrade/Renewal Programme* 

R'000 

Description 

Year -1 

Year 2015/16 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Expenditur 

e 

Capital expenditure bv Asset Class 





Infrastructure - Total 

_ 

136 032 000.00 

136 032 000.00 

_ 

infrastructure: Road transport -Total 

_ 

_ 


_ 

Infrastructure: Electricity - Total 

_ 

_ 


_ 

Street Lighting 





Infrastructure: Water - Total 

_ 

68 432 000.00 

68 432 000.00 

_ 

Reticulation 


68 432 000.00 

68 432 000.00 


Infrastructure: Sanitation - Total 

_ 

67 600 000.00 

67 600 000.00 

_ 

Reticulation 


67 600 000.00 

67 600 000.00 


Sewerage purification 





Infrastructure: Other - Total 

_ 

_ 


_ 

Community 

_ 

_ 


_ 

Fire, safety & emergency 





Other 





Heritaae assets 

_ 

_ 


_ 

Buildings 





Other 









M(i) 
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APPENDIX M (ii): CAPITAL EXPENDITURE - UPGRADE/RENEWAL 
PROGRAMME 


Capital Expenditure - Upgrade/Renewal Programme* 

R '000 

Description 

Year -1 

YearO 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Capital expenditure bv Asset Class 





Investment properties 

_ 

_ 


_ 

Other 





Other assets 

_ 

1 000 000.00 

174 975.00 

_ 

General vehicles 





Other Buildings 


1 000 000.00 

174 975.00 


Other 





Agricultural assets 

_ 

_ 


_ 

List sub-class 





Bioloaical assets 

_ 

_ 


_ 

List sub-class 





intanqibles 

_ 

_ 


_ 

Computers - software & programming 





Other (list sub-class) 





Total Capital Expenditure on renewal of 
existing assets 

_ 

137 032 000.00 

136 206 975.00 

_ 

Specialised vehicles 

_ 

_ 


_ 

M (ii) 
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APPENDIX N - CAPITAL PROGRAMME BY PROJECT 2015/2016 









Capital Projects 

Ward(s) 

affected 

Budget (R) 

Adjustment Budget 

Actual 

Variance 
(Act - Adj)% 

Variance (Act 
- OB)% 

Boikhutso Water Reticulation 

1 & 2 

R 708 317.00 

R 708 31 7.00 

R 708 317.00 

0% 

0% 

Itsoseng Bulk Water Supply Phase 2 

7, 8, 9 & 12 

R 3 630 000.00 

R 3 630 000.00 

R 3 630 000.00 

0% 

0% 

Water Supplyin Rietvlei 

14 

R 6 000 000.00 

R 6 000 000.00 

R 6 000 000.00 

0% 

0% 

Verdwaal Bulk Water Supply & Reticulation 

10 

R 1 900 000.00 

R 1 900 000.00 

R 1 900 000.00 

0% 

0% 

Blydeville Outfall Sewer Upgrade 

4, 20 

R10 200 000.00 

R10 200 000.00 

R 10 200 000.00 

0% 

0% 

Itekeng & Biessiesvlei Sanitation and Internal Sewer 
Reticulation 


R 800 000.00 

R 800 000.00 

R 800 000.00 

0% 

0% 

Tlhabologang Internal and Bulk Sanitation 

15& 16 

R33 365 1 84.48 

R 33 365 184.48 

R 33 365 184.48 

0% 

0% 

Upgrading of Tlhabologang/Coligny Main Outfall 

Sewer and Pump Station 

15& 16 

R24 250 000.00 

R24 250 000.00 

R 24 250 000.00 

0% 

0% 

Weltevrede, Brooksby, Lombaardslaagte, Mooipan 
Water Supply 


R 1 050 000.00 

R 1 050 000.00 

R 1 050 000.00 

0% 

0% 

Dimorogoane & Ikopeleng Phase 1 and Phase 2 

Water Supply 

33 

R 300 000.00 

R 300 000.00 

R 300 000.00 

0% 

0% 

Lokaleng Water Supply 


R 2 400 000.00 

R 2 400 000.00 

R 2 400 000.00 

0% 

0% 

Lokgalong Water Supply 


R 445 573.85 

R 445 573.85 

R 445 573.85 

0% 

0% 

Magokgoane Upgrading and Refurbishment of 

Existing Water Reticulation and Bulk Water Supply 

33 

R17 000 000.00 

R 17 000 000.00 

R 17 000 000.00 

0% 

0% 

Magogoe Koikoi and Magogoe Central (Seweding, 
Phola Phatsima) Water Supply 

19 

R10 000 000.00 

R10 000 000.00 

R 10 000 000.00 

0% 

0% 

Majemantsho Water Supply 

21 

R 1 323 043.96 

R 1 323 043.96 

R 1 323 043.96 

0% 

0% 

Miga Water Supply 

33 

R 500 000.00 

R 500 000.00 

R 500 000.00 

0% 

0% 

Mogosane Water Supply 

6 

R 3 028 279.00 

R 3 028 279.00 

R 3 028 279.00 

0% 

0% 

Moletsamongwe Water Supply 

6 

R 3 000 000.00 

R 3 000 000.00 

R 3 000 000.00 

0% 

0% 

Moshawane Bulk Water Supply & Reticulation 

17 

R 400 000.00 

R 400 000.00 

R 400 000.00 

0% 

0% 

Tlapeng Water Supply 


R 4 800 000.00 

R 4 800 000.00 

R 4 800 000.00 

0% 

0% 

Top Village Bws & Reticulation 

7 

R 3 000 000.00 

R 3 000 000.00 

R 3 000 000.00 

0% 

0% 

Tsetse Water Supply 


R 400 000.00 

R 400 000.00 

R 400 000.00 

0% 

0% 

Mahikeng & Mmabatho Wwtw Ph 1 

12 & 9 

R 4 400 000.00 

R 4 400 000.00 

R 4 400 000.00 

0% 

0% 
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Mahikeng & Mmabatho Wwtw Ph 2 

12 & 9 

R 3 000 000.00 

R 3 000 000.00 

R 

3 000 000.00 

0% 

0% 

Braklaagte Bulk Water Supply & Reticulation 


R 1 450 000.00 

R 1 450 000.00 

R 

1 450 000.00 

0% 

0% 

Moshana Water Supply 

2 

R10 018 267.28 

R10 018 267.28 

R 

10 018 267.28 

0% 

0% 

Olienhoutpark Water and Sewer Reticulation 

15 

R10 000 000.00 

R10 000 000.00 

R 

10 000 000.00 

0% 

0% 

Olienhoutpark Water and Sewer Reticulation PH 2 

15 

R 1 000 000.00 

R 1 000 000.00 

R 

1 000 000.00 

0% 

0% 

Welbedacht - Bulk Water Supply Augmentation 

13 

R13 000 000.00 

R13 000 000.00 

R 

13 000 000.00 

0% 

0% 

Grootmarico Waste Water Treatment Plant 

17 

R20 000 000.00 

R20 000 000.00 

R 

20 000 000.00 

0% 

0% 

Ikageleng Outfall Sewer Upgrade 


R 500 000.00 

R 500 000.00 

R 

500 000.00 

0% 

0% 

Ramotshere Moiloa LM Rural Sanitation 

Multi wards 

R 1 000 000.00 

R 1 000 000.00 

R 

1 000 000.00 

0% 

0% 

Upgrade & Extension of Zeerusst WWTw 

15 

R31 400 000.00 

R31 400 000.00 

R 

31 400 000.00 

0% 

0% 

Ditloung Water Supply 

2 

R 5 000 000.00 

R 5 000 000.00 

R 

5 000 000.00 

0% 

0% 

Mayaeyane Water Supply 

1 

R 6 000 000.00 

R 6 000 000.00 

R 

6 000 000.00 

0% 

0% 

Sasane Water Supply 

2 

R 4 500 000.00 

R 4 500 000.00 

R 

4 500 000.00 

0% 

0% 

Selosesha Water Supply 

2 

R 5 000 000.00 

R 5 000 000.00 

R 

5 000 000.00 

0% 

0% 

Augmentattion of Setlagole Internal Water 

Reticulation 

5& 14 

R19 000 000.00 

R19 000 000.00 

R 

19 000 000.00 

0% 

0% 

Upgraded Water Supply in Tshidilamolomo 

1 

R1 500 000.00 

R 1 500 000.00 

R 

1 500 000.00 

0% 

0% 

Delareyville Bulk Water Supply 

9 

R 3 525 000.00 

R 3 525 000.00 

R 

3 525 000.00 

0% 

0% 

Ottosdal Bulk Water Supply Phase 2 

13 

R 2 000 000.00 

R 2 000 000.00 

R 

2 000 000.00 

0% 

0% 

Sannieshof and Agisanang Bulk Water Supply & 
Reticulation 

8 

R 6 676 956.04 

R 6 676 956.04 

R 

6 676 956.04 

0% 

0% 

Delareyville Sewerage Treatment Plant - Upgrade 
Phase 2 

9 

R 7 000 000.00 

R 7 000 000.00 

R 

7 000 000.00 

0% 

0% 

Sannieshof Wwtw Extension 

8 

R 9 424 378.39 

R 9 424 378.39 

R 

9 424 378.39 

0% 

0% 

Tswaing Rural Sanitation Programme 

Multi wards 

R 400 000.00 

R 400 000.00 

R 

400 000.00 

0% 

0% 

TN, 0 
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NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 


VOLUME II: ANNUAL PERFORMANCE REPORT 


KPA NO 1 : MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expendit 

ure 

2015/2016 

Actual 

Performanc 

e 

Reasons 
for non- 

Performanc 

e 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Enhance 

Skills 

KP1 1 

Workplace Skills 
Plan (WSP) 
submitted to 
LGSETA by April 
2016 

2014/2015 

WSP 

2015/2016 

WSP 

Submitted to 
LGSETA by 
30 April 

2016 

R2, 500, 000. 

00 

R67 480.00 

R 1 

200.00 

2015/2016 

WSP 

Submitted to 
LGSETA by 

30 April 

2016 

Not 

applicable 

None 

None 

Acknowledgm 
ent Letter 

Achieve 

Employment 

Equity 

KPI 2 

Employment 

Equity Report 
(EER) submitted 
to Department of 
Labor by 

January 2016 

EER 

submitted 
by January 
2015 

Employment 

Equity 

Report 

Submitted 

to 

Department 
of Labor by 
January 

2016 

Opex 

opex 

opex 

Employment 

Equity 

Report 

Submitted 

to 

Department 
of Labor by 
January 

2016 

Not 

applicable 

None 

None 

Acknowledgm 
ent Letter 

Promote 
Learning and 
Growth 

KPI 3 

Organizational 
Structure 
Reviewed by 

May 2016 

2014/2015 

reviewed 
organization 
al structure 

Organizatio 

nal 

Structure 

Reviewed 
by May 

2016 

opex 

opex 

opex 

The 

organization 
al structure 

was not 

reviewed for 

2015/2016 

financial 

year 

The Acting 

Municipal 

Manager 

was still 

correcting 

the 

discrepancy 
of the 

existed 
organization 
al structure 

The 

organization 
al structure 

was 

blooded 

SALGA is 
currently 
assisting 
with the 

review of 

the current 
organization 
al structure 

none 

Promote 
Accountable, 
efficient and 
transparent 
administratio 

n 

KPI 4 

Number of legal 
reports 

submitted to the 
Accounting 

Officer by June 
2016 

(2014/2015) 

Legal 

Report 

12 legal 
reports 
submitted to 

the 

accounting 

officer 

R2, 050, 000. 

00 

R3 381 671.00 

R9,809,5 

68.00 

12 Legal 
reports 
submitted to 

the 

accounting 

Officer 

Not 

applicable 

None 

None 

Copies of 

Legal Reports 
submitted to 
the Accounting 
Officer 
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KPA NO 1 : MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expendit 

ure 

2015/2016 

Actual 

Performanc 

e 

Reasons 
for non- 

Performanc 

e 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 


KPI 5 

Number of 

Council 
meetings 
supported by 
June 2016 

12 Meetings 
Supported 

Four(4) 
Council 
Meeting 
supported 
by June 

2016 

opex 

opex 

opex 

5 council 
meetings 

were 

supported 
as follows; 

1. 29 Oct 

2015 

2. 28th 
January 

2016 

3. 09 March 

2016 

4. 22 March 

2016 

5. 31 March 

2016 

none 

None 

None 

Minutes and 

attendance 
registers of 5 
council 
meetings 
supported 

Achieve 

positive 

employee 

climate 

KPI 6 

Number of fleet 
Management 
Reports 
submitted to 
the accounting 
Officer by June 
2016 

2014/15 Fleet 
Management 
Reports 

Four (4) 

Fleet 

Managemen 
t Quarterly 
Reports 
submitted 
by end of 

June 2016 

R2, 500, 000. 

00 

R2, 209, 208.00 

R3,71 5,9 
63.00 

Four (4) 

Fleet 

Managemen 
t Quarterly 
Reports 
submitted to 

the 

Accounting 
Officer by 
the end of 

June 2016 

Not 

applicable 

None 

None 

4 Quarterly 
reports on 

Fleet 

Management 
submitted to 
the Accounting 
Officer 
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KPA NO 1 : MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expendit 

ure 

2015/2016 

Actual 

Performanc 

e 

Reasons 
for non- 

Performanc 

e 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 


KPI 7 

Number of 

Labor Relations 
report 

submitted to 
the Accounting 
Officer by June 
2016 

EER 

submitted by 
January 2015 

Four (4) 

Labor 

Relations 
Quarterly 
Reports 
submitted 
by end of 

June 2016 

opex 

R11 1,280. 00 

R548,943 

.00 

Four (4) 

Labor 

Relations 

Quarterly 

Reports 

submitted 

to the 
Accounting 
Officer by 
the end of 

June 2016 

Not 

applicable 

None 

None 

4 Quarterly 
Reports on 

Labor 

Relations 

submitted to 
the Accounting 
Officer 
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KPA NO 1 : MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT 




Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expendit 

ure 

2015/2016 

Actual 

Performanc 

e 

Reasons 
for non- 

Performanc 

e 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 


KPI 8 

Number of 
reports on 
compliance 
with 

Occupational 
Health System 
(OHS) 
submitted to 
the Accounting 
Officer by June 
2016 

2014/2015 

HIRA 

Implementati 
on Report 

Four(4) 
Quarterly 
Reports in 
Compliance 
with OHS 
Requiremen 
ts submitted 
by end of 

June 2016 

opex 

opex 

opex 

Four(4) 
Quarterly 
Reports in 
Compliance 
with OHS 
Requiremen 
ts submitted 

to the 
Accounting 
Officer by 
the end of 

June 2016 

Not 

applicable 

None 

None 

4 Quarterly 
Reports on 
compliance 
with OHS 
requirements 
submitted to 
the Accounting 
Officer 

Improve 

Technology 

KPI 9 

Number of 
Expenditure 
reports on 
Telephony/mob 
ile networks 
management 
submitted to 
the Municipal 
Manager 

12 

12 

expenditure 
reports 
submitted to 

the 

municipal 

manager 

R4, 100, 000. 

00 

R2, 587, 878.00 

R5,91 7,4 
25.00 

12 

Expenditure 
reports 
submitted to 

the 

municipal 

manager 

None 

None 

None 

Expenditure 
reports 
submitted to 
the Municipal 
Manager 

Efficiency 

KPI 10 

Number 

Helpdesk 
reports on ICT 
support 
provided 
submitted to 
the Accounting 
Officer 

12 

1 2 reports 
for support 
provided on 
helpdesk 

opex 

opex 

opex 

12 helpdesk 
reports 
submitted to 

the 

Accounting 

Officer 

None 

None 

None 

Helpdesk 
reports 
submitted to 
the Accounting 
Officer 
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KPA NO 1 : MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expendit 

ure 

2015/2016 

Actual 

Performanc 

e 

Reasons 
for non- 

Performanc 

e 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Improve 

Technology 

Efficiency 

KP1 11 

Approval of 
Municipal 
Corporate 
Governance of 
ICT Policy 
Framework 

New 

Municipal 
Corporate 
Governance 
ICT policy 
framework 
approved by 
council by 
June 2016 

opex 

opex 

opex 

Policy 

framework 

and related 
policies 
approved at 
Managemen 
t level and 
Portfolio 

Committee 

level. 

Waiting to 
be finally 
approved at 
Council 

Level 

Council not 
sitting 

Council not 
sitting in the 
last quarter 
for approval 

Special 
Council 
proposed 
could not 
sit, thus to 
wait for the 

new council 

after 3rd 
August 

Local 

Governmen 

t elections 

Minutes of 
Management 
and Portfolio 

Committee 
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KPA NO 2:BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

Performanc 

e 

Challenge 

s 

Correctiv 

e 

Measures 

Portfolio Of 

Evidence 

Provide 

Disaster 
Managemen 
t Services 

KP1 12 

Number of 

Disaster Risk 

Assessment 

and 

Awareness 
conducted by 
June 2016 

2 

conduct 4 

disaster risk 

assessment 

and 

awareness 

campaigns 

R300 

000.00 

R120, 260.0 

0 

R120 260.00 

Only three (3) 

Awareness 

Campaigns 

were as 

conducted 

follows; 

1 J03/09/201 5 
Ramotshere 

Moiloa Local 
Municipality, 

2) 19/02/2016 
Ratlou Local 
Municipality 

3) 27/06/2016 
Tswaing Local 
Municipality 

Insufficient 

budget 

Insufficient 

budget 

To 

increase 
budget for 
Awarenes 

s 

Campaign 

s. 

Reports of 
the 

awareness 

campaigns 

and 

attendance 

registers 

KPI 13 

Develop and 
Approve 

Disaster Risk 
Management 
Level 2 Plan 
by June 2016 

Level 1 

Disaster 

management 

plan 

Develop 

Disaster Risk 
Management 
Level 2 Plan 
and approved 
by council by 
June 2016 

opex 

opex 

opex 

Disaster Risk 
Management 
Level Two (2) 
Plan has been 
approved by 
Council. 

None 

None 

None 

Copy of the 

Council 

resolution. 

Provide 

Municipal 

Health 

Services 
and Safety 

KPI 14 

Municipal 

Health 

Awareness 

and 

educational 

campaigns 

conducted 

12 

16 municipal 
health 

awareness 

and 

educational 

campaigns 

conducted 

R200 

000.00 

opex 

R233, 000.00 

51 Community 
awareness & 

education 

campaigns 

conducted 

N/A 

None 

N/A 

Reports of 
the 

awareness 

campaigns 

and 

attendance 

registers 
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KPA NO 2:BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustm 

ent 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Provide 

Municipal 

Health 

Services 
and Safety 

KP1 15 

Submission of 

the draft 
Integrated 

Waste 

Management 
Plan(IWMP) to 
the MEC for 
approval in 
terms of sec 
4(a)(1)of the 
waste Act 59 of 
2008 by June 
2016 

New 

IWMP 

Submitted to 
MEC for 
approval by 
June 2016 

opex 

opex 

opex 

Not achieved 

The MEC has 
not yet 
approved the 
submitted 

draft 

Approval by 
the MEC is 
beyond our 
authority 

None 

Proof of 

submission 

of the draft 
IWMP for the 
MEC for 
approval 

Provide Fire 

and Rescue 

Services 

KPI 16 

Number of 

Public 

Information 

Education 
Relations PIER 

and 

compliance 

Inspections 

conducted 

90 

100 PIER and 
compliance 
inspection 
conducted 

opex 

opex 

opex 

456 Number of 

Public 

Information 

Education 
Relations (PIER) 
and compliance 
Inspections 
conducted 

None 

None 

None 

Compliance 

certificates 

and 

attendance 

registers. 
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KPA NO 2:BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjust 

ment 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Ensure 

Proper 

Budget 

Projection 

per 

funder/grant 

KP1 17 

Expenditure on 
MIG Funding 

R283.852, 

000.00 

Spend R294 

295 000 
(100%) 

R294295 

000.00 

R0.00 

R83,532,798. 

00 


Construction 

progress was 

restricted due 

to non- 
payment 
which also 

resulted in 
slow progress 
on site and on 

worst cases 
departure of 
service 

providers from 
sites 

MIG Funds 
were withheld 
beginning of 
the 1st quarter 
due to 

noncompliance 
with section 29 

of the DORA 
regarding 
signing of 
service delivery 
agreements 
between the 

DM and LM's 

within its 
jurisdiction as 
well as other 
inter- 

institutional 

arrangements. 

To curb the 

effect of non- 
payment to 
service 
providers, 

PMU 

reprioritized 
projects to 
be 

implemented 
in this 

financial year 
2015/16. 

2015/2016 

MIG 

Expenditure 

Report 
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KPA NO 2:BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustm 

ent 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Water 

Service 

Planning 

KP1 18 

Number of 

Ground Water 
Management 
Reports 
submitted to 
the Accounting 
Officer by June 
2016 

2014-2015 

Ground 

Water 
Managem 
ent Report 

12 Ground 

Water 

Management 
reports 
submitted to 

the 

Accounting 
Officer by 30 
June 2016 

R191 

188 

000.00 


R378, 588.00 

12 reports on 
Ground Water 
Management 
submitted to the 
Accounting 

Officer 

None 

None 

None 

1 2 reports on 
Ground 

Water 

Management 

and 

acknowledge 
ment letter 

Water 

Service 

Planning 

KPI 19 

Development 
of Water Sup) 

2006/201 1 
WSDP 

Draft backlog 
study report 

R1 500 

000.00 


Key performance Indicator Removed during the review of the Service Delivery and Budget 

Implementation Plan 

Infrastructur 

e 

Developmen 
t and 

Maintenanc 

e 

KPI 20 

Reports on 
number of 

households 
with piped 
water inside 
yard by end of 
June 2015 

2014-2015 

yard 

connectio 
n report 

4 reports on 

300 

households 
with piped 
water inside 
yard by June 
2016 

R5 000 

000.00 

R202,46 

3.00 

R378, 588.00 

4 reports on 317 
household with 
piped water 
inside yard. 

Delay on 
delivery of 
material. 
Inadequate 
supply of 
diesel and 
transport. 

Lack of 
transport and 
inconsistent 
supply of 
diesel. 

None 

Detailed 

report: 

Operation 

and 

Maintenance 
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KPA NO 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Corpor 

ate 

Objecti 

ves 

Key 

Performanc 

e 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons 
for non- 
Performan 

ce 

Challenges 

Corrective 

Measures 

Portfolio Of 
Evidence 

Water 

Quality 

Manag 

ement 

KPI 21 

Reports on 
number of 
villages 
served with 
water on a 
monthly 
basis by June 
2016 

104 Villages 

12 reports on 
119 villages 
served with 
water by 

June 2016 

R5 000 000.00 

R2, 274, 604.00 

R6, 203, 426.00 

12 reports on 
119 Villages 
served with 
other water 
supply 

None 

None 

None 

Monthly 
reports for 
Operation and 
Maintenance 
(Tinkering) 

KPI 22 

Number of 

reports on 

water Supply 

schemes 

(borehole 

maintenance, 

leakages 

maintenance 

and water 

related 

queries) 

maintained 

and 

addressed 
within 48 
hours 

2014-2015 

operation 

and 

maintenance 

12 reports of 

water supply 

schemes 

(Borehole 

maintenance, 

leakages 

maintenance 

and water 

related 

queries) 

maintained 

and 

addressed 
within 48hrs 

R2 500 000.00 

R33, 210, 392.00 

R54, 124,780.00 

12 reports of 

water supply 

schemes 

(Borehole 

maintenance, 

leakages 

maintenance 

and water 

related 

queries) 

maintained 

and addressed 

within 48hrs 

Lack of 

transport 

and 

inconsistent 
supply of 
diesel. 

Lack of 

transport 

and 

inconsistent 
supply of 
diesel. 

The 

accounting 
officer to 
Fast-track 
the issuing 
of orders 
for diesel 
and the 
repair of 
fleet. 

Detailed 

report: 

Operation and 
Maintenance 

KPI 23 

%Improvem 
ent of blue 
drop status 
by end of 

June 2016 

Blue drop 
status is 

45% 

47% score 

on 

assessment 
for blue drop 
status 

R500 000.00 

R0.00 

R0.00 

Blue Drop PAT 
( Progress 
Assessment 

Tool ) 

The 

municipality 
is not in 
complaint of 
the 

requirement 
s of the 
evaluation 
criteria 

The 

municipality 
is not in 
complaint of 
the 

requirements 
of the 
evaluation 
criteria 

The blue 
drop task 
team was 
established, 
in order to 
improve the 
scoring of 
blue drop in 
the 

ensuring 

financial 

year 

Blue Drop 

PAT ( 

Progress 

Assessment 

Tool ) 
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KPA NO 2: BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


Corpor 

ate 

Objecti 

ves 

Key 

Performanc 

e 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons 
for non- 
Performan 

ce 

Challenges 

Corrective 

Measures 

Portfolio Of 
Evidence 


KPI 24 

%Improvem 
ent of green 
drop status 
by end of 

June 2016 

Green drop 
status is 

47.1% 

50% score 

on 

assessment 
for green 
drop status 




DWS official 
report not yet 
published by 
the minister. 

No process 
controllers 
meeting 
legislative 
requirement 
s: regulation 
17 and No 
Operation & 
Maintenance 

No process 

controllers 

meeting 

legislative 

requirements 

: regulation 

17 and No 
Operation & 
Maintenance 

The 

municipality 
to provide 
adequate 
resources in 
the ensuing 
financial 
year. 

none 

Water 

Quality 

Manag 

ement 

KPI 25 

Reports on 

KM of new or 
existing 
gravel roads 
maintained 
by June 2016 

126.6km 

300km 

R3 000 000.00 

Rl, 484, 670.00 

R2, 205, 549. 00 

12 Reports on 
356.9 KM of 

new or 

existing gravel 

roads 

maintained 

None 

None 

None 

12 Reports on 
356.9 KM of 

new or 

existing gravel 
roads 

maintained 


KP 26 

Number of 
reports on 
completion 
of activities 
captured in 
the 

2015/016 
business plan 
by June 2016 
(RAMS) 

PRAMS 
project close 
out report 
2014/2015 

12 reports on 
completion 
of activities 
captured in 
the 

2015/2016 
business plan 
by June 2016 

R2 300 000.00 

R2, 316, 000.00 

Rl, 712, 074.00 

12 reports on 
completion of 
activities 
captured in 
the 2015/2016 
business plan 

None 

None 

None 

12 reports on 
completion of 
activities 
captured in 
the 

2015/2016 
business plan 
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KPA3: PROMOTE FINANCIAL VIABILITY 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budge 

t 

Adjustmen 
t Budget 

YTD 

Expenditur 

e 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Improve 

Asset 

Management 

KPI 27 

Monthly 
reports on the 
updated asset 
register 
approved by 
the CFO 

Asset 

Managemen 
t system and 
asset 

register for 
immovable 

and movable 

assets in 
place 

12 monthly 
updated 
reports on 
assets 
register 
approved by 
the CFO 

opex 

none 

opex 

12 Monthly 
assets report 
is not 
compiled 

JBFE worked 

on the Assets 
register for 
NMMDM as 
per Provincial 
Treasury's 
appointment; 
however 
progress of the 
assets register 
is at 90% and 
will be reported 
monthly in the 
next financial 

year. 

Both movable and 

immovable asset 
registers are still 
a work-in- 
progress (not 
complete) due to 
the scope of the 
work. 

-due to the in 
availability of 
agreed 

methodology with 
regards to 
movable asset 
the base line to 
establish the 
current year 
opening balances 
is still to be 

resolved as well 

as correction to 
prior period 

errors. 

JBFE 
consulting 
to finalize 

and train 

officials to 

continue 
with the 
monthly 
update. 

None 
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KPA3: PROMOTE FINANCIAL VIABILITY 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustme 
nt Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Promote 

Financial 

Transparen 

cy and 

Accountabil 

ity 

KPI 28 

Submit 4 SCM 
report to 
council by June 
2016 

4 

4 SCM 
reports 
submitted to 

council 

opex 


opex 

4 SCM report is 
compiled but 
not noted by 
council. 

Reports were 
submitted to 

MAYCO and 

never reached 

council. 

SCM reports 
are returned 

at MAYCO 

and it takes 
long for the 
MAYCO to 

sit and 

deliberates 

on the 

corrected 

reports. 

SCM 

reports will 
be 

submitted in 

the next to 

special 

council 

None 

KPI 29 

Submit 

2015/2016 
Adjustment 
Budget to 

Council for 
approval by 
February 2016 

Approved 

Budget 

Adjustmen 

1 15/16 
Annual 
budget 

1 Budget 
Adjustment 
approved by 
February 

2016 

opex 

opex 

The adjustment 
budget was 
approved but 
not within the 
prescribed 
time. 

1 Budget 
Adjustment 
Prepared but 
not Approved 
due to the 

corrections 
made by 
management 

Comments 

on the 
adjustment 
are corrected 

late and 

council was 

not 

scheduled 
within the 
prescribed 
time. 

Timeous 
preparation 
of the 
budget 
adjustment 
in 2017 

Adjustment 
Budget and 
Council 

Resolution 

KPI 30 

Submit 
2016/2017 
Budget to 
council for 
approval by 

May 2016 

Approved 

15/16 

Budget 

and 

DORA 

basement 

figures 

available 

1 approved 
budget by 

May 2016 

opex 

opex 

council 

approved 

2016/17 budget 
by the end of 

May 2016 

None 

None 

None 

Approved 
budget and 
council 

resolution 
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KPA3: PROMOTE FINANCIAL VIABILITY 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustme 
nt Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Promote 

Financial 

Transparen 

cy and 

Accountabil 

ity 

KPI 31 

Submit Section 
52(d) (Financial 
status of the 
municipality) to 
Council for 
noting within 30 
days after the 
end of each 
quarter.) 

4 

3 Section 52 
(d) reports 
submitted to 

council 

opex 


opex 

4 Section 52 (d) 
Reports are 
prepared and 
will be table in 

council on or 
before 31 July 
2016 

None 

None 

None 

Copy of the 

1st quarter 
Section 52 (d) 
report 

KPI 32 

Submit section 

71 reports to 

PT, NT and the 
Mayor within 10 
working days 
after the end of 

each month. 

12 

12 section 71 
reports 
submitted to 

the 

Provincial 
Treasury, 
National 
Treasury and 
the 

Executive 

Mayor 

opex 

opex 

12 section 71 
reports to PT, 

NT and the 

Mayor within 10 
working days 
after the end of 

each month. 

None 

None 

None 

Copies of 
section 71 
reports Mayor 
and Treasury 
acknowledge 
ments. 

KPI 33 

Submit Section 
72(Mid Term 
performance 
budget) Report 
to Council for 
approval by 31 
Jan 2016 

Mid-term 

Budget 

Report 

submitted 

1 Mid-term 

Performance 
Budget 
submitted to 

Council on 

31 Jan 2016 

to council 

opex 

opex 

Section 72 
(Mid-Term 
Performance 
Budget) report 
was submitted 

to Council on 

the 28 of 

January 2016. 

None 

None 

None 

Copies of 
August, July, 
Sep, Oct and 
November 

section 71 
reports 
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KPA3: PROMOTE FINANCIAL VIABILITY 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustme 
nt Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Promote 

Financial 

Transparen 

cy and 

Accountabil 

ity 

KPI 34 

Compile and 
Submit Annual 
Financial 
Statements to 

AG by 31 

August 2015 

AFS 

submitted 
to AG by 

31 August 
2015 

Set of AFS 

submitted to 
AG by 31 
August 2015 

opex 


opex 

AFS submitted 
to AG by 31 
August 2015 

None 

None 

None 

Copy of AFS 

KPI 35 

Compile Cash- 
Flow Statement 
on monthly 
basis for Chief 
Financial 

Officer’s 

approval. 

4 

1 1 cash flow 

statements 

reports 

opex 

opex 

12 monthly 
Cash-Flow 
Statement 
reports 
submitted to 

the CFO 

None 

None 

None 

July to 

December 

Cash flow 

statements 

KPI 36 

Compile bank 
reconciliations 
reports on 
monthly basis 
for Chief 

Financial 

officer’s 

approval. 

New 

12 bank 

reconciliation 
s report. 

opex 

opex 

12 monthly 
bank 

reconciliations 
reports 
submitted to 

the CFO 

None 

None 

None 

Copies of Bank 
reconciliations 

and 

acknowledgem 
ent from the 

CFO 
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KPA3: PROMOTE FINANCIAL VIABILITY 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustme 
nt Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Promote 

Financial 

Transparen 

cy and 

Accountabil 

ity 

KPI 37 

Compile 
progress report 
on the 

implementation 
of the AG Audit 
Action plan by 
30th June 2016 

New 

2 AG Audit 
Action Plan 
monitoring 
reports 
submitted to 

the 

Accounting 

officer 

opex 


opex 

AG Audit Action 
Plan monitoring 
reports was not 
submitted to 
the Accounting 
Officer 

The AG Audit 
action plan was 
not properly 
monitored and 
responsibility 
based, which 
had a negative 
implementation 
in its 

effectiveness. 

Late 

compilation 
of the audit 
action plan. 

Audit action 
plan should 
be compiled 
on time; 
moreover it 

should be 

attached 

responsible 

officials. 

None 
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KPA 4: PROMOTE LOCAL ECONOMIC DEVELOPMENT 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual Target 

Budget 

Adjustm 

ent 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Promotion 

of Local 

Economic 

Developme 

nt 

KPI 38 

Sector 
development 
programmes 
implemented 
by June 2016 

17 

1 0 sector 
development 
programmes 
implemented by 
June 2016 

R2 000 

000.00 

R40.300. 

00 

R47,650.00 

09 Sector 
Development 
Programmes 
Implemented 

The 

Department 
could not 
perform due to 
financial 
Constraints of 
the 

Municipality. 

Inadequate 
financial 
support for 
manufacturing 
cooperatives/ 
SMME's due 

to financial 

constraints 

Seek 

additional 
financial 
support from 
external 

sources for our 
SMME’s/Coop 
eratives 

Attendance 

Registers 

KPI 39 

Number of 
Tourism 

Support 
Programmes 
implemented 
by June 2016 

20 

10 Tourism 
Support 
Programmes 
implemented by 
June 2016 

R 1 000 

000.00 

R0.00 

R51 7,465.90 

16 Tourism 
Support 
Programmes 
Implemented 

none 

none 

none 

Attendance 

Registers 

KPI 40 

Number of 
SMMEs/Corpo 
rative Training 
Programmed 
Conducted 

2016 

16 

10 number of 
SMMEs/Corpor 
ate training 
programmes 
conducted by 
2016 

R 1000 

000.00 

R0.00 

R0.00 

11 

SMMEs/Corpor 
ative training 
Programmes 
conducted 

None 

None 

None 

Attendance 

Registers 
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KPA 4: PROMOTE LOCAL ECONOMIC DEVELOPMENT 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditur 

e 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

To enhance 
rural 

developmen 
t and 

agriculture 

KPI 41 

Number of 
Agricultural 
Projects 
maintained 
and supported 
by June 2016 

6 new 
projects 

Maintenance and 
support of 5 
Agricultural projects 
by June 2016 

1 . Kraaipan Eco- 
Garden. 

2. Aganang 

Bakwena Piggery 
project. 

3. Bethel Chicken 
Layers 

4. Kraaipan 

Chicken Layers 

5. Kgotlelelang 
Lekubu piggery 
project 

R800 000 


R0.00 

3 Aaricultural 

Proiects 

maintained & 

SuoDorted 

IjAganang 

Bakwena 

Piggery Project 

The 

Department 
could not 
perform due to 
financial 

Constraints of 

the 

Municipality. 

Financial 

Constraints 

Seek 

additional 
Financial 
Support from 
external 

Sources 

Delivery 
notes, 
medical 
reports and 
Proof of 
funding for 
pig feed from 
FEED. 
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KPA4: PROMOTE LOCAL ECONOMIC DEVELOPMENT 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual Target 

Budget 

Adjustmen 
t Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Expanded 

Public 

Works 

Programme 

KPI 42 

Number of 

Jobs created 
through 

EPWP 

1 282 

EPWP 

beneficiari 

es 

630 FTE's 

R2 100 

000.00 


R1 ,025,329.5 

0 

45 Full Time 
Equivalents 

Recruitment of 
EPWP 
participants 
was delayed 
which led to 

poor 

performance. 
EPWP grant 
has to be 
augmented 
through 
Equitable 
share to assist 
municipality to 
achieve its 
target. 

Infrastructure 
department 
did not 
provide 
information on 

number of 
jobs created 
on the 
projects 
implemented. 

Financial 

Constraints 

The 

Municipality 
has to 
budget for 
the EPWP 

from the 
equitable 
shares to 
augment to 
the grant. 

A copy of the 
Integrated 
Reporting 
System report 
from Public 

Work 
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KPA4: PROMOTE LOCAL ECONOMIC DEVELOPMENT 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual Target 

Budget 

Adjustmen 
t Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

To promote 

Spatial 

Planning 

KPI 43 

Develop 

(Shared 

Enterprise 

GIS) by June 
2016 












KPI 44 

GIS Strategy 
developed by 
the end of 

June 2016 


Key performance Indicators removed during the review of the Top Layer Service Delivery and Budget Implementation 


Institutional 

Social 

Facilitation 

KPI 45 

Development 
of Spatial 
Development 
Framework by 
June 2016 











KPI 46 

Number of 
meetings of 
the district 
war room held 
by June 2016 

1 service 
blitz 

6 meetings held 
by the end of 
June 2016 

R25, 000.0 

0 

R0.00 

R0.00 

5 District war 
rooms meeting 
held as 
follows; 

1.09 July 2015 

2.16 February 
2016 

3.16 March 

2016 

4. 29 June 

2016 

5.16 June 

2016 

reluctance of 

stakeholder 

Participation 

Stakeholder 

Participation 

Seek 

Political 

intervention 

Attendance 
registers, 
Minutes and 
Agenda 
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KPA 4: PROMOTE LOCAL ECONOMIC DEVELOPMENT 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons 
for non- 

Performan 

ce 

Challenge 

s 

Corrective 

Measures 

Portfolio Of 

Evidence 

Institutional 

Social 

Facilitation 

KPI 47 

Number of 

educational 

awareness 

campaigns 
facilitated and 
conducted by 
June 2016 
(Project 
Implementatio 
n) 

8 projects and 
programmes 

were 

facilitated 

15 

educational 

awareness 

campaigns 

conducted 

R25,000.00 

R0.00 

R0.00 

18 

Educational 

awareness 

campaigns 

were 

conducted as 
follows; 

1 ,27 January 
2016 

Mmabatho 

Treatment 

Plant, 

2, 27 January 
2016 

Madibogo 

Water Supply 
3.07 August 

2015 Itekeng 
Internal Sewer 

Reticulation 

4, training of 
road traffic 

enumerators 

on the 19 
February 2016 

5. 07 April 

2016 media 

tour for water 

treatment 

facilities in 
Mahikeng 

6.20 April 

2016 

Mmabatho 



awaiting 
implantation of 
projects from 
PMU 

Attendance 

Register 

Agenda 
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Treatment 

Plant, 

7. 05 April 

2016 

Dinokana 

Water 

Awareness 

Campaign 

meeting held 

8.28 June 
2016 

Mmabatho 

Treatment 

Plant 

9.29 

June2016 
Facilitated and 
Attended 
Water Project 
Steering 
Committee 
Meeting at 
Disnaeng 
1 0 3rd May 
2016 Groot 
Marico 
Treatment 
plant 
ll.Colign 
/tlhabologang 
wast water 
treatment plan 
and water 
week event at 
Madibogo 2 
June2016 at 
letlhakane 
12.08 June 
2016 water 
Conservation 
campaign at 
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Magokgwane 
13.09 June 
2016 

Sanitation and 
Hygiene 
campaign 
14.30 

September 

2015 

Mmabatho 

Treatment 

Plant, 

15. 26 

January 2016 
Ntsweletsoku 
Water 
Reticulation 

16. 04 

February 2016 
Awareness 
campaign for 
Water bylaws 
held at 
Madutle 
17 03 

February 2016 
Awareness 
campaign for 
water bylaws 
held at 
Maphephane 
18. 01 

February 2016 
campaign to 
assist with 
water 

problems held 
at Dlnokana 
Ward 10 
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KPA4: PROMOTE LOCAL ECONOMIC DEVELOPMENT 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustmen 
t Budget 

YTD 

Expenditure 

2015/2016 Actual 
Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

To review, 
amend and 
adopt 
district IDP 

KPI 48 

Amended and 
adopted 
credible IDP 
by May 

15/2016 

Adopted 

2014/2015 

IDP 

document 

2016/2017 

IDP 

Reviewed, 
amended 
and adopted 
by 2016 

R500, 000.00 

R 930 000 
.00 (MSIG) 

R500, 118.00 

2016/2017 IDP 

Reviewed and 
approved by 
council 31st of 

May 2016 

none 

none 

none 

Council 

resolution 

To achieve 

Clean Audit 

KPI 49 

3 year audit 
roll out plan 
developed by 
July 2015 

3 year 
audit roll 
out plan 
developed 
by July 

2015 

Completed 3 
year audit 
roll out plan 
developed by 
July 2015 

opex 

opex 

opex 

A three year 
rolling audit plan 
was developed 
and implemented 

None 

None 

None 

Three year 
rolling audit 
plan 

KPI 50 

Monitoring 

and 

Evaluation of 

Auditor 

General 

Action Plan 

2014/2015 

Auditor 

Generals 
Managem 
ent Letter 

All AG 
queries 
responded to 
by 

management 

opex 

opex 

opex 

Management did 
not respond to AG 
queries, however 

3 internal reports 
were submitted to 
the Accounting 
Officer 

None 

None 

None 

3 internal 
audit reports 

To achieve 

Clean Audit 

KPI 51 

Audit Charters 
revised by 

July 2015 

2014/2015 

Charters 

Internal Audit 

and 

Performance 

Audit 

Charters 

Approved 

opex 

opex 

opex 

Internal Audit and 
Performance 

Audit Charters 
Approved 

None 

None 

None 

Internal Audit 
Charter and 
Performance 
Audit 

Committee 

Charter 

KPI 52 

Annual Audit 
Plan approved 
by July 2015 

2013/2014 

approved 

Annual 

Audit Plan 

Approved 
Annual Audit 
plan 

opex 

opex 

opex 

Annual Audit Plan 
approved and 
implemented 

None 

None 

None 

Copy of 

Annual Audit 

Plan 
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KPA 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditure 

2015/2016 Actual 
Performance 

Reasons for 

non- 

Performanc 

e 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 


KPI 53 

Number of 

performance/ 

audit 

committee 
meetings held 

6 

4 

opex 

opex 

opex 

4 Audit Committee 
meetings were held 

None 

None 

None 

Minutes and 

Attendance 

register 

Promote 

Planning 

and 

Performan 

ce 

Manageme 

nt 

KPI 54 

Number of 
Performance 
Agreements 
signed by 
senior 

managers 

10 

performan 

ce 

agreement 
s signed 

8 

performance 
agreement 
signed by 

June 2015 

opex 

opex 

opex 

8 performance 
Agreements signed 
by June 2015 

1) Acting CFO 

2) Acting Municipal 
Manager 

3) Acting Senior 
Manager 

Infrastructure 
Development and 
Maintenance 

4) Acting Senior 
Manager Planning 
and Development 

5) Acting Senior 
Manager Project 
Management Unit 

6) Acting Senior 
Manager Corporate 
Resource Support 
Services 

7) Chief Audit 
Executives 

8) Senior Manager 
Municipal Health 
Services and Safety 

none 

none 

none 

Council 

Resolution 
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KPA 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 


KPI 55 

Number of 
quarterly 
performance 
reviews 

conducted 

1 quarterly 
review 

conducted 

4 quarterly 
reviews 
conducted by 
June 2016 

opex 

opex 

opex 

2 Quarterly 
Performance 

Review Session 

conducted on 

the 

1) 10 August 

2016 

2) 13 January 

2016 

none 

none 

none 

1st quarter 
assessment 
reports , mid- 
year 

assessment 
reports and 
attendance 
registers 


KPI 56 

2014/2015 
Annual Report 
tabled to 
council by 
January 2016 

2013-2014 

Annual 

Report 

Annual Report 
tabled to 
council by 
January 2016 

opex 

opex 

opex 

2014-2015 

Annual Report 
Tabled to council 

on the 28th of 
January 2016 

none 

none 

none 

Copy of the 
Annual Report 
and Council 

Resolution 


KPI 57 

Mid-Term 

Performance 

Report 

Submitted to 
council, MEC 
for LG, National 
and Provincial 
Treasury 

13-14 Mid 

tern 

report 

Mid-Term 

Performance 
Report 
submitted to 
council by 
January 2016 

opex 

opex 

opex 

Mid-Year 

Performance 
Report was 
submitted to 

council on the 

25th of January 
2017 

none 

none 

none 

Copy of Mid- 
year 

performance 
Report and 
Council 

Resolution 


KPI 58 

2014-2015 

Annual 

Performance 

Report 

Submitted to 

the Auditor 
General by 
August 2015 

4 

2014-2015 

Annual 

Performance 

report 

submitted to 

Auditor 

General by 
August 2015 

opex 

opex 

opex 

2014/2015 

Annual 

Performance 
Report submitted 
to Auditor 

General on the 

31 of August 

2017 

none 

none 

none 

Copy of 2014- 
2015 Annual 

Performance 

Report 
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KPA 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditur 

e 

2015/2016 Actual 
Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Promote 

Good 

Governance 

and Public 
Participation 

KPI 59 

Number of 

IGR and 
Corporate 
Governance 
Forums 

facilitated 

effectively 

4 

8 IGR and 
Corporate 
Governance 
Forums held 
by June 

2016 

opex 

opex 

opex 

6 Meetings were 
facilitated 

1) 16 November 
2016 

2) 17 November 
2016 

3) 14 April 2016 

4) 19 April 2016 

5) 03 June 2016 

6) 21 July 2015 

clash of 
meetings due 
to poor 
planning from 
attendees 

Stakeholder 

s do not 

honor the 
agreed 
calendar of 
events. This 

causes 

certain 
meetings to 
fail. 

Ensure that 

stakeholders 

honor 

meetings by at 
least 

delegating in 
case they are 
unable to 

attend. 

Attendance 
Registers/ 
Minutes / 
copies of 
Invitations 

KPI 60 

Number of 
reports on the 
implementatio 
n of IGR 
Framework 

Act to D LG & 
SALGA 

New 

2 reports on 
the 

implementati 
on of IGR 
Framework 

Act to D LG & 
SALGA 

opex 

opex 

opex 

2 reports 
developed 

16 March 2016 

17 June 2016 

none 

None 

none 

Copies of 
Reports Send 

/ 

Confirmation 
s of receipts 

Promote 

Good 

Governance 
and Public 
Participation 

KPI 61 

Number of 

District 

Lekgotla held 

1 

2 District 
Lekgotla held 

opex 

opex 

opex 

none 

Lack of 

Financial 

resources 

no budget 
allocation 

due to the 

distress 

financial 
position of 
the 

municipality 

to mobilise 
Financial 
support from 
other 

institutions 
through the 
office of the 
Municipal 
Manager or 
alternatively 
look into 
conduct this 

function 
without any 
financial 
implications 

none 
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KPA 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditur 

e 

2015/2016 Actual 
Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 


KPI 62 

Number of 

Stakeholder 
engagement 
conducted by 
June 2016 

1 

3 

stakeholders 

engagement 

conducted 

opex 

opex 

opex 

2 stakeholder 
meetings held on 
the; 

1) 27 October 

2015 

2) 14 March 2016 

none 

none 

none 

Attendance 
Registers/ 
Minutes / 
copies of 
Invitations 

Enhance 

Communica 

tion and 

Public 

Participatio 

n 

KPI 63 

Number of 

Media and 
Public liaison 

activities 

managed 

36 

55 

R 

180'000 

R1 25,456.00 

R597, 000.0 

8 

63 Media and 

Public Liaison 

Activities 

Conducted by 

June 2016 

NONE 

(1) No 
satisfactory 
responses by 
media 

houses due 

to non-media 
bulk buying 
and (2) 
turnaround 

time of 
responses by 
implementing 
Department 

(1) Availing 
of funds for 
media bulk 
buying (2) 
Departments 
to respond 
on stipulated 
time 

Proof of media 
enquiries, 
media invite, 
newspaper 

adverts/notice 

s 


237 


NGAKA MODIRI MOLEMA DISTRICT MUNICIPALITY 




KPA 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditur 

e 

2015/2016 Actual 
Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Professiona 

lizing 

Communica 

tions 

KPI 64 

Number of 
reports on the 
Website 
Management 
to be 

submitted to 
the Municipal 
Manager 

24 

12 

R 120'000 

R0.00 

R0.00 

1 2 Reports on 
Website 
Management 
submitted to the 
Municipal 

Manager by June 
2016 

NONE 

(1) The e 
turnaround of 
uploading of 
information is 

not 

satisfactory 
as the 

function 

resides at IT 

(1)IT to 
provide 
Communicati 
on with 

access to 
login for 
uploading (2) 
To source 

service of an 
intern on a 

contract 
basis; (3) a 
need to 
revamp the 
website 

Proof of 1 2 
website report 
on evidence 
file 

Promote 

Good 

Governance 

KPI 65 

Number of 
Mayoral 
Committee 
Meetings 

4 Mayoral 
Committe 

e 

Meetings 

held 

4 Mayoral 
Committee 
Meetings 
held 

opex 

opex 

opex 

4 Mayoral 
committee 
meeting held; 

1) 25 August 2015 

2) 08 December 
2015 

3) 25 May 2016 

4) 27 May 2016 

Performed 

None 

none 

Attendance 

Registers 

KPI 66 

Number of 
Mayoral 

Forum 

Meetings 

4 Mayoral 
Forum 
Meetings 
held 

4 Mayoral 
Forum 
Meetings 
held 

opex 

opex 

opex 

2 meeting held as 
follows 

1) 21 July 2015 

2) 23 July 2015 

none 

cooperation 
from local 

mayors 

none 

cooperation 
from local 

mayors 

request 

intervention 

from the 
province 

Attendance 
Registers and 
minutes of a 
meeting hells 
on the 21st of 
July 2015 
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KPA 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 


Corporate 

Objectives 

Key Performance 
Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditure 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 

Promote 

Good 

Governance 

KPI 67 

Number of quarterly 
performance reports 
received from the 
office of the Speaker 
(programmed to 
capacitate 
councillors, develop 
council calendar, 
moral renewal, anti- 
corruption forums, 
revised public 
participation 
strategy, 
programmes to 
support ward 
committees and 
speaker's forums). 

4 

4 reports 
received 
from the 

office of 

the 

Speaker 

opex 

opex 

opex 

3 reports 
submitted from 

the office of the 
speaker 

1) 1st quarter 
performance 
report dated 06 
November 2015 

2) 2nd quarter 
performance 
report dated the 

7th of January 
2016 

3) 4th quarter 
performance 
report dated 30th 
of June 2016 

Performed 

none 

none 

copies of 3 
quarterly 
performance 
reports 
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KPA 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 


Corporate 

Objectives 

Key 

Performance 

Indicators 

Baseline 

Annual 

Target 

Budget 

Adjustment 

Budget 

YTD 

Expenditur 

e 

2015/2016 

Actual 

Performance 

Reasons for 

non- 

performance 

Challenges 

Corrective 

Measures 

Portfolio Of 

Evidence 


KPI 68 

Number of 
quarterly 
performance 
report 

received from 

the office of 

the Chief 

Whip 

(TROIKA 

meetings, 

Chief Whip's 
forum and 

Governance 

Lakota) 

4 

4 reports 
received from 

the office of 

the Chief 

Whip 

opex 

opex 

opex 

3 reports 
submitted from 

the office of the 
Chief Whip 

1) 1st quarter 
performance 
report dated 06 
October r 2015 

2) 2nd quarter 
performance 
report dated the 

7th of January 
2016 

3) 4th quarter 
performance 
report dated 30th 
of June 2016 

Performed 

none 

none 

copies of 3 
quarterly 
performance 
reports 



ACTING MUNICIPAL MANAGER 
J. BRANDER 
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VOLUME II: ANNUAL FINANCIAL STATEMENTS 


Provide the Annual Financial Statements (AFS) to the respective financial year as submitted to the 
Auditor-General. The completed AFS will be Volume II of the Annual Report. 
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Ngaka Modiri Molema District Municipality 

Financial Statements for the year ended 30 June 2016 

General Information 


Legal form of entity 

Nature of business and principal activities 
Jurisdiction 

Mayoral committee 
Executive Mayor 
Councillors 


Accounting Officer 
Chief Finance Officer (CFO) 
Registered office 


Postal address 


Bankers 

Auditors 

Legislation 


District Municipality 
Service delivery 

Ngaka Modiri Molema District Municipality (NMMDM) is one of the four 
districts of North West province. 


CLLR TJ Makolomakwa ( Executive Mayor) 

CLLR E Landsman (Single Whip) 

CLLR YF Sechoaro (Speaker) 

CLLR A Magagane (MMC: Project Management Unit) 

CLLR B Loeto (MMC: Special projects) 

CLLR O Seabelo (MMC: Finance) 

CLLR P Kwenaite (MMC: Health and Safety) 

CLLR N Mokoto (MMC: Corporate Support) 

CLLR P Malebelela (MMC: Infrastructure & Maintenance) 

CLLR OJ Tselapedi (MPAC Chairperson) 

CLLR M Molefe (MMC: District Economic Growth) 

CLLR M.P Pilane (MMC) 

CLLR M E Phaedi (MMC-District planning and IDP) 

CLLR M.W Morutse (MMC-District growth and economic development) 

J.J Brander 

G.M Mofokeng 

Cnr. Carrington Strand 1st Avenue 

Industrial Site 

Mahikeng 

2745 

Private Bag X21 65 

Mahikeng 

2745 

First National bank 

Auditor General South Africa 

Municipal Finance Management Act (MFMA) 

Municipal Systems Act 
Municipal Structures Act 
Division of Revenue Act (DORA) 
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Financial Statements for the year ended 30 June 2016 

Index 


The reports and statements set out below comprise the financial statements presented to the provincial legislature: 
Index Page 

Accounting Officer's Responsibilities and Approval 245 

Report of the Auditor General 246 

Statement of Financial Position 247 _ 248 

Statement of Changes in Net Assets 24 g 

Statement of Financial Performance 
Cash Flow Statement 

Statement of Comparison of Budget and Actual Amounts 
Accounting Policies 
Notes to the Financial Statements 
Abbreviations 


250 

251 - 252 
253 - 264 
265 - 293 


COID 

DBS A 

GRAP 

IAS 

IMFO 

IPSAS 

ME's 

MEC 

MFMA 


Compensation for Occupational Injuries and Diseases 

Development Bank of South Africa 

Generally Recognised Accounting Practice 

International Accounting Standards 

Institute of Municipal Finance Officers 

International Public Sector Accounting Standards 

Municipal Entities 

Member of the Executive Council 

Municipal Finance Management Act 
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Ngaka Modiri Molema District Municipality 

Financial Statements for the year ended 30 June 2016 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the financial statements and related financial information 
included in this report. It is the responsibility of the accounting officer to ensure that the financial statements fairly present the 
state of affairs of the municipality as at the end of the financial year and the results of its operations and cash flows for the 
period then ended. The external auditors are engaged to express an independent opinion on the financial statements and will 
be given unrestricted access to all financial records and related data. 

The financial statements have been prepared in accordance with Standards of Generally Recognised Accounting Practice 
(GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable 
and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by 
the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards in ensuring the municipality’s business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the financial 
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance 
against material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2017 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

The financial statements set out on pages 5 to 51, which have been prepared on the going concern basis, were approved by 
the accounting officer on 31 August 2016 and were signed on its behalf by: 


J Brander 

Acting Municipal Manager 
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Report of the Auditor General 


To the Provincial Legislature of Ngaka Modiri Molema District Municipality 
Report on the financial statements 

Responsibility of the Auditor-General 

As required by [section 188 of the Constitution of the Republic of South Africa, 1996 read with section 4 of the Public Audit Act, 
2004 (Act No. 25 of 2004) (PAA)] [and section XX of any applicable legislation], my responsibility is to express an opinion on 
these financial statements based on my audit. 

I conducted my audit in accordance with the International Standards on Auditing. Those standards require that I comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. 

An audit also includes evaluating the: 

• appropriateness of accounting policies used; 

• reasonableness of accounting estimates made by management; and 

• overall presentation of the financial statements. 

Paragraph 11 et seq. of the Statement of Generally Recognised Accounting Practice, GRAP 1 Presentation of Financial 
Statements requires that financial reporting by entities shall provide information on whether resources were obtained and used 
in accordance with the legally adopted budget. As the budget reporting standard is still in the process of being developed, I 
have determined that my audit of any disclosures made by [name of entity] in this respect will be limited to reporting on non- 
compliance with this disclosure requirement. 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinion. 

Opinion 


Auditor General South Africa 


30 November 2016 


Ngaka Modiri Molema District Municipality 

Financial Statements for the year ended 30 June 201 6 

Statement of Financial Position as at 30 June 2016 

Figures in Rand Note(s) 2016 2015 


Assets 

Current Assets 

Inventories 

Receivables from exchange transactions 

VAT receivable 

Cash and cash equivalents 


Non-Current Assets 
Property, plant and equipment 
Intangible assets 
Other financial assets 

Non-Current Assets 
Current Assets 

Total Assets 

Liabilities 

Current Liabilities 

Other financial liabilities 

Payables from exchange transactions 

Employee benefit obligation 

Unspent conditional grants and receipts 

Provisions 

Bank overdraft 


Non-Current Liabilities 
Other financial liabilities 
Employee benefit obligation 
Provisions 
Other liability 

Non-Current Liabilities 
Current Liabilities 
Total Liabilities 

Assets 

Liabilities 

Net Assets 

Accumulated surplus 


7 

29,663,324 

30,485,891 

8 

6,445,525 

8,188,456 

9 

156,432,804 

161,378,714 

10 

2,277,505 

82,539,578 


194 , 819,158 

282 , 592,639 


3 

3,647,684,293 

4,818,683,767 

4 

630,988 

50,267 

5 

1,988,273 

31,888,999 


3 , 650 , 303,554 

4 , 850 , 623,033 


3,650,303,554 

4,850,623,033 


194,819,158 

282,592,639 


3 , 845 , 122,712 

5 , 133 , 215,672 


12 

796,306 

8,473,364 

15 

488,585,068 

315,915,797 

6 

102,000 

100,000 

11 

106,423,058 

146,075,826 

13 

790,000 

3,687,000 

10 

- 

5,117,761 


596 , 696,432 

479 , 369,748 


12 

635,014 

- 

6 

27,701,000 

22,678,000 

13 

18,985,000 

13,103,000 

14 

- 

146,591,836 


47 , 321,014 

182 , 372,836 


47,321,014 

182,372,836 


596,696,432 

479,369,748 


644 , 017,446 

661 , 742,584 


3,845,122,712 

5,133,215,672 


(644,017,446) 

(661,742,584) 


3 , 201 , 105,266 

4 , 471 , 473,088 


3,201,105,266 4,471,473,088 
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Statement of Financial Performance 


Figures in Rand 

Note(s) 

2016 

2015 

Revenue 




Revenue from exchange transactions 

Insurance claims 

17 

131,870 

238,248 

Other revenue 

17 

190,270 

155,169 

Rental income 


185,500 

- 

Sale of water 

17 

958,586 

842,313 

Other income 


380,271 

138,045 

Sundry income sewer 

17 

227,141 

258,244 

Interest earned 

22 

3,023,932 

3,975,361 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 


5,097,570 

5,607,380 

Transfer revenue 

Government grants & subsidies 

18 

688,321,305 

5,097,570 

688,321,305 

658,851 ,886 

5,607,380 

658,851,886 

Total revenue 

17 

693,418,875 

664.459,266 

Expenditure 

Employee related costs 

20 

(301,118,991) 

(304,687,735) 

Remuneration of councillors 

21 

(13,251,109) 

(8,049,349) 

Depreciation and amortisation 

23 

(323,478,136) 

(229,414,501) 

Finance costs 

24 

(1,621,000) 

(7,166,286) 

Lease rentals on operating lease 


(503,033) 

(823,560) 

Repairs and maintenance 

26 

(64,193,053) 

(43,006,157) 

Contracted services 

27 

(399,555,108) 

(171,727,427) 

Transfers and Subsidies 

28 

(11,662,547) 

(141,763,325) 

General Expenses 

19 

(56,799,878) 

(89,909,117) 

Total expenditure 


[1,172,182,855) 

(996,547,457) 

Total revenue 


693,418,875 

664,459,266 

Total expenditure 


[1,172,182,855) 

(996,547,457) 

Operating deficit 


(478,763,980) 

(332,088,191) 

Gain/(Loss) on investments 


1,885,417 

4,987,554 

Deficit before taxation 


(476,878,563) 

(327,100,637) 

T axation 


- 

- 

Deficit for the year 


(476,878,563) 

(327,100,637) 
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Statement of Changes in Net Assets 

Accumulated Total net 

Figures in Rand surplus assets 


Balance at 01 July 2014 

Changes in net assets 

Surplus for the year 

4,798,573,725 4,798,573,725 

(327,100,637) (327,100,637) 

Total changes 

(327,100,637) (327,100,637) 

Opening balance as previously reported 

Adjustments 

Correction of errors 

4,242,254,269 4,242,254,269 

594,274,383 594,274,383 

Balance at 01 July 2015 as restated* 

Changes in net assets 

Surplus for the year 

3,677,983,829 3,677,983,829 

(476,878,563) (476,878,563) 

Total changes 

(476,878,563) (476,878,563) 

Balance at 30 June 2016 

3,201,105,266 3,201,105,266 


Note(s) 
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Figures in Rand 

Note(s) 

2016 

2015 

Cashflows from operating activities 




Receipts 

Grants 

Interest income 

Other receipts 


509,895,000 

1,138,515 

342,046,106 

765,700,554 

1,935,746 

1,632,019 



853,079,621 

769,268,319 

Payments 

Employee costs 

Suppliers 

Finance costs 


(31 4,274,697) 
(439,272,199) 
(1,621,000) 

(288,678,086) 

(439,272,199) 

(7,166,286) 



(755,167,896) 

(735,116,571) 

Total receipts 

Total payments 

Net cash flows from operating activities 

29 

853,079,621 

(755,167,896) 

97,911,725 

769,268,319 

(735,116,571) 

34,151,748 

Cash flows from investing activities 




Purchase of property, plant and equipment 

Proceeds from sale of property, plant and equipment 

Purchase of other intangible assets 

Movement on Investment 

3 

3 

4 

(208,414,952) 

7,685 

(532,051) 

29,900,726 

5,164,350 

(126,730) 

Net cash flows from investing activities 


(179,038,592) 

5,037,620 

Cash flows from financing activities 




Repayment of other financial liabilities 


(7,042,044) 

(89,929,435) 

Net increase^ decrease) in cash and cash equivalents 

Cash and cash equivalents at the beginning of the year 


(88,168,911) 

90,446,416 

(50,740,067) 

141,186,483 

Cash and cash equivalents at the end of the year 

10 

2,277,505 

90,446,416 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved 

Adjustments Final Budget Actual amounts 

Difference Reference 


budget 

on comparable 

between final 



basis 

budget and 

Figures in Rand 



actual 


Statement of Financial Performance 
Revenue 


Revenue from exchange 
transactions 


Other income 

3 , 172,897 

1 , 133,103 

4,306.000 

380,271 

(3,925,729) 


Interest received - investment 

1 , 949,258 

( 1 , 689 , 258 ) 

260.000 

3 , 023,932 

2,763,932 


Total revenue from exchange 

5,122,155 

(556,155) 

4,566.000 

3,404,203 

(1,161,797) 


transactions 







Revenue from non-exchange 







transactions 







Taxation revenue 







Equitable share 

510 , 260,000 

- 

510,260,000 

583 , 734,000 

73,474,000 


Transfer revenue 







Government grants and 

300 , 855,000 

67,480 

300,922,480 

4 , 587,305 

(296.335,175) 


subsidies 







Total revenue from non- 

811,115,000 

67,480 

811,182,480 

588.321,305 

(222,861,175) 


exchange transactions 







Total revenue from exchange 

5 , 122,155 

( 556 , 155 ) 

4,566,000 

3 , 404,203 

(1,161,797) 


transactions' 







Total revenue from non- 

811 , 115,000 

67,480 

811,182.480 

588 , 321 ,305 

(222,861,175) 


exchange transactions' 







Total revenue 

816,237,155 

(488,675) 

815,748,480 

591,725,508 

(224,022,972) 


Expenditure 







Personnel 

( 276 , 643 , 397 ) 

- 

(276,643,397) 

( 301 , 118 , 991 ) 

(24,475,594) 

n 

Remuneration of councillors 

( 12 , 752 , 860 ) 

- 

(12,752,860) 

( 13 , 251 , 109 ) 

(498,249) 


Depreciation and amortisation 

( 65 , 406 , 276 ) 

- 

(65,406,276) 

( 323 , 478 , 136 ) 

(258,071,860) 


Finance costs 

( 3 , 000 , 000 ) 

- 

(3,000.000) 

( 1 , 621 , 000 ) 

1,379,000 


Bulk purchases 

41 , 000,000 

( 36 , 370 , 446 ) 

4,629,554 

( 4 , 629 , 554 ) 

(9,259,108) 


Repairs and maintenance 

( 11 , 300 , 000 ) 

( 27 , 091 , 873 ) 

(38,391,873) 

( 64 , 193 , 053 ) 

(25,801,180) 


Contracted Services 

( 6 , 650 , 000 ) 

( 3 , 631 , 991 ) 

(10,281,991) 

( 399 , 555 , 108 ) 

(389,273,117) 


Transfers and subsidies 

( 4 , 244 , 000 ) 

- 

(4,244,000) 

( 11 , 662 , 547 ) 

(7,418,547) 


Contributions to fixed assets 

( 3 , 450 , 000 ) 

2 , 493,484 

(956,516) 

( 2 , 869 , 160 ) 

(1,912,644) 


General expenses 

( 37 , 870 , 000 ) 

( 40 , 133 , 535 ) 

(78,003,535) 

56 , 799,878 

134,803,413 


DBSA Loan Payment 

- 

( 4 , 902 , 438 ) 

(4,902,438) 

- 

4,902,438 


Capital Projects 

( 279 , 313 , 552 ) 

2 , 775,000 

(276,538,552) 

( 87 , 585 , 535 ) 

188,953,017 


Transfers and grants 

( 5 , 000 , 000 ) 

- 

(5,000,000) 

( 6 , 500 , 000 ) 

(1,500,000) 


Total expenditure 

(664,630,085) 

(106,861,799) 

(771,491,884)(1, 159,664,31 5) 

(388.172,431) 



816 , 237,155 

( 488 , 675 ) 

815,748,480 

591 , 725,508 

(224,022,972) 



( 664 , 630 , 085 ) 

( 106 , 861 , 799 ) 

(771, 491, 884 )(-!_ 159 , 664 , 31 5 ) 

(388,172,431) 


Operating deficit 

151,607,070 

(107,350,474) 

44,256,596 

(567,938.807) 

(612.195.403) 


Processed from investments 

- 

- 

- 

3 , 377,416 

3,377,416 



151 , 607,070 

( 107 , 350 , 474 ) 

44,256,596 

( 567 , 938 , 807 ) 

(612,195,403) 



- 

- 

- 

3 , 377,416 

3,377,416 


Deficit before taxation 

151,607,070 

(107,350,474) 

44,256,596 

(564,561,391) 

(608.817,987) 


Surplus before taxation 

151 , 607,070 

( 107 , 350 , 474 ) 

44,256,596 

( 564 , 561 , 391 ) 

(608,817,987) 


Taxation 

- 

- 

- 

- 

- 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved 

Adjustments Final Budget Actual amounts 

Difference Reference 


budget 

on comparable 

between final 



basis 

budget and 

Figures in Rand 



actual 


Actual Amount on Comparable 151,607,070 (107,350,474) 44,256,596 (564,561,391) (608,817,987) 

Basis as Presented in the 
Budget and Actual 
Comparative Statement 


The reasons for the above differences are based on the actual expenditure and the final adjustment budget. The final approved 
budget is available at the municipal registered office should any person so wish to see the reasons for the adjustment and the 
original budget. 
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Accounting Policies 


1. Presentation of Financial Statements 

The financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act (Act 56 of 2003). 

These financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 

In the absence of an issued and effective Standard of GRAP, accounting policies for material transactions, events or 
conditions were developed in accordance with paragraphs 8, 10 and 11 of GRAP 3 as read with Directive 5. 

1.1 Significant judgements and sources of estimation uncertainty 

In preparing the financial statements, management is required to make estimates and assumptions that affect the amounts 
represented in the financial statements and related disclosures. Use of available information and the application of 
judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates which may 
be material to the financial statements. Significant judgements include when substantially all the significant risks and 
rewards of ownership of financial assets and lease assets are transferred to other entities. 

Allowance for slow moving, damaged and obsolete stock 

An allowance for stock to write stock down to the lower of cost or net realisable value. Management have made estimates 
of the selling price and direct cost to sell on certain inventory items. The write down is recognised in suplus or deficit. 

Fair value estimation 

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based 
on quoted market prices at the end of the reporting period. The quoted market price used for financial assets held by the 
municipality is the current bid price. 

The fair value of financial instruments that are not traded in an active market (for example, over-the counter derivatives) is 
determined by using valuation techniques. The municipality uses a variety of methods and makes assumptions that are 
based on market conditions existing at the end of each reporting period. Quoted market prices or dealer quotes for similar 
instruments are used for long-term debt. Other techniques, such as estimated discounted cash flows, are used to determine 
fair value for the remaining financial instruments. The fair value of interest rate swaps is calculated as the present value of 
the estimated future cash flows. The fair value of forward foreign exchange contracts is determined using quoted forward 
exchange rates at the end of the reporting period. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure 
of these estimates of provisions are included in note 13 - Provisions. 

Useful lives of waste and water network and other assets 

The municipality’s management determines the estimated useful lives and related depreciation charges for the waste water 
and water networks. This estimate is based on industry norm. Management will increase the depreciation charge where 
useful lives are less than previously estimated useful lives. 

Allowance for doubtful debts 

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future 
cash flows discounted at the effective interest rate, computed at initial recognition. 

1.2 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 
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1.2 Property, plant and equipment (continued) 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 

combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 

and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Depreciation commences when the asset is ready for its intended use. 

Property, plant and equipment is subsequently measured at cost less accumulated 

Land does not depreciate and has an indefinate useful live. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 

The useful lives of items of property, plant and equipment have been assessed as follows: 

The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. If 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 

1.3 Intangible assets 

An asset is identifiable if it either: 

• is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or 
exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of 
whether the entity intends to do so; or 

• arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 
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1.3 Intangible assets (continued) 

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in 
the form of a contract. 


An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

• the cost or fair value of the asset can be measured reliably. 

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not 
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the 
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 


Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assets. 


Internally generated goodwill is not recognised as an intangible asset. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 


Item 

Patents, trademarks and other rights 
Computer software, internally generated 
Computer software, other 


Useful life 
indefinite 
Indefinite 
x years 


Intangible assets are derecognised: 

• on disposal; or 

♦ when no future economic benefits or service potential are expected from its use or disposal. 

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is recognised in 
surplus or deficit when the asset is derecognised. 


1.4 Financial instruments 


Classification 


The municipality classifies financial assets and financial liabilities into the following categories: 

• Financial assets at fair value through surplus or deficit - held for trading 

• Held-to-maturity investment 

• Loans and receivables 

• Financial liabilities measured at amortised cost 


Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at initial 
recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assets designated as at 
fair value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit category. 

Financial assets classified as at fair value through surplus or deficit which are no longer held for the purposes of selling or 
repurchasing in the near term may be reclassified out of that category: 
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1.4 Financial instruments (continued) 

Initial recognition and measurement 

Financial instruments are recognised initially when the municipality becomes a party to the contractual provisions of the 
instruments. 

The municipality classifies financial instruments, or their component parts, on initial recognition as a financial asset, a 
financial liability or an equity instrument in accordance with the substance of the contractual arrangement. 

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not 
determinable, which are measured at cost and are classified as available-for-sale financial assets. 

For financial instruments which are not at fair value through surplus or deficit, transaction costs are included in the initial 
measurement of the instrument. 

Transaction costs on financial instruments at fair value through surplus or deficit are recognised in surplus or deficit. 

Regular way purchases of financial assets are accounted for at trade date. 

Subsequent measurement 

Financial instruments at fair value through surplus or deficit are subsequently measured at fair value, with gains and losses 
arising from changes in fair value being included in surplus or deficit for the period. 

Net gains or losses on the financial instruments at fair value through surplus or deficit include dividends or similar 
distributions and interest. 

Dividend or similar distributions income is recognised in surplus or deficit as part of other income when the municipality’s 
right to receive payment is established. 

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less accumulated 
impairment losses. 

Held-to-maturity investments are subsequently measured at amortised cost, using the effective interest method, less 
accumulated impairment losses. 

Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest method. 
Receivables from exchange transactions 

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using 
the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in surplus or 
deficit when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, probability 
that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days 
overdue) are considered indicators that the trade receivable is impaired. The allowance recognised is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash flows discounted at the 
effective interest rate computed at initial recognition. 

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is 
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectible, it is written off against 
the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against 
operating expenses in surplus or deficit. 

Trade and other receivables are classified as loans and receivables. 

Payables from exchange transactions 

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective 
interest rate method. 
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1.4 Financial instruments (continued) 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments 
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These 
are initially and subsequently recorded affair value. 

Bank overdraft and borrowings 

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost, 
using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the settlement 
or redemption of borrowings is recognised over the term of the borrowings in accordance with the municipality’s accounting 
policy for borrowing costs. 

1.5 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease 
is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference 
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset 
or liability. 

1.6 Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then 
their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 

• distribution at no charge or for a nominal charge; or 

• consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of 
completion and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all 
inventories having a similar nature and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which 
the related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are 
distributed, or related services are rendered. The amount of any write-down of inventories to net realisable value or current 
replacement cost and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. 
The amount of any reversal of any write-down of inventories, arising from an increase in net realisable value or current 
replacement cost, are recognised as a reduction in the amount of inventories recognised as an expense in the period in 
which the reversal occurs. 
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1.7 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial 
return. When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a 
commercial return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic 
recognition of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a 
commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows from 
other assets or groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income 
tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follow: 

1.8 Impairment of non-cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial 
return. When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a 
commercial return. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic 
recognition of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a 
commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows from 
other assets or groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income 
tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 
Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 
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1.9 Employee benefits 
Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid 
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in 
which the service is rendered and are not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. 

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or 
constructive obligation to make such payments as a result of past performance. 

Defined contribution plans 

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. 

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution 
plans where the entity’s obligation under the schemes is equivalent to those arising in a defined contribution retirement 
benefit plan. 

Defined benefit plans 

For defined benefit plans the cost of providing the benefits is determined using the projected credit method. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. 

Consideration is given to any event that could impact the funds up to end of the reporting period where the interim valuation 
is performed at an earlier date. 

Past service costs are recognised immediately to the extent that the benefits are already vested, and are otherwise 
amortised on a straight line basis over the average period until the amended benefits become vested. 

To the extent that, at the beginning of the financial period, any cumulative unrecognised actuarial gain or loss exceeds ten 
percent of the greater of the present value of the projected benefit obligation and the fair value of the plan assets (the 
corridor), that portion is recognised in surplus or deficit over the expected average remaining service lives of participating 
employees. Actuarial gains or losses within the corridor are not recognised. 

Gains or losses on the curtailment or settlement of a defined benefit plan is recognised when the entity is demonstrably 
committed to curtailment or settlement. 

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other 
respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit 
plan is presented as the net of the amount recognised for a reimbursement. 

The amount recognised in the statement of financial position represents the present value of the defined benefit obligation 
as adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduces by the fair value 
of plan assets. 

Any asset is limited to unrecognised actuarial losses and past service costs, plus the present value of available refunds and 
reduction in future contributions to the plan. 

Other post retirement obligations 

The entity provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some retirees. 

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement age 
and the completion of a minimum service period. The expected costs of these benefits are accrued over the period of 
employment. Independent qualified actuaries carry out valuations of these obligations. The entity also provides a gratuity 
and housing subsidy on retirement to certain employees. An annual charge to income is made to cover both these 
liabilities. 
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1.10 Provisions and contingencies 
Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

■ it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at 
the reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks 
specific to the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the 
municipality settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the 
reimbursement does not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it 
is no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to 
settle the obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating deficits. 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 

A constructive obligation to restructure arises only when an entity: 

■ has a detailed formal plan for the restructuring, identifying at least: 

- the activity/operating unit or part of a activity/ operating unit concerned; 

the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it. 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 

■ necessarily entailed by the restructuring; and 

• not associated with the ongoing activities of the municipality 

No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed to the sale 
or transfer, that is, there is a binding arrangement. 

After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are 
subsequently measured at the higher of: 

• the amount that would be recognised as a provision; and 

• the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 31. 
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1.10 Provisions and contingencies (continued) 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for 
a loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified 
terms of a debt instrument. 

1.11 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result 
in an increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in 
exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing 
parties in an arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume 
rebates. 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

• the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the 
stage of completion. When a specific act is much more significant than any other acts, the recognition of revenue is 
postponed until the significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is 
recognised only to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by . 

1.12 Revenue from non-exchange transactions 

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly 
giving approximately equal value in exchange. 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result 
in an increase in net assets, other than increases relating to contributions from owners. 
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1.12 Revenue from non-exchange transactions (continued) 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing 
parties in an arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume 
rebates. 

Government grants 

Government grants are recognised as revenue when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality, 

• the amount of the revenue can be measured reliably, and 

• to the extent that there has been compliance with any restrictions associated with the grant. 

The municipality assesses the degree of certainty attached to the flow of future economic benefits or service potential on 
the basis of the available evidence. Certain grants payable by one level of government to another are subject to the 
availability of funds. Revenue from these grants is only recognised when it is probable that the economic benefits or service 
potential associated with the transaction will flow to the entity. An announcement at the beginning of a financial year that 
grants may be available for qualifying entities in accordance with an agreed programme may not be sufficient evidence of 
the probability of the flow. Revenue is then only recognised once evidence of the probability of the flow becomes available. 

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where there is 
no restriction on the period, such revenue is recognised on receipt or when the Act becomes effective, which-ever is earlier. 

When government remit grants on a re-imbursement basis, revenue is recognised when the qualifying expense has been 
incurred and to the extent that any other restrictions have been complied with. 

Other grants and donations 

Other grants and donations are recognised as revenue when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the amount of the revenue can be measured reliably; and 

• to the extent that there has been compliance with any restrictions associated with the grant. 

If goods in-kind are received without conditions attached, revenue is recognised immediately. If conditions are attached, a 
liability is recognised, which is reduced and revenue recognised as the conditions are satisfied. 

1.13 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.14 Unauthorised expenditure 
Unauthorised expenditure means: 

- overspending of the total amount appropriated in the municipality’s approved budget; 

- overspending of the total amount appropriated for a vote in the approved budget; 

- expenditure from a vote unrelated to the department or functional area covered by the vote; 

- expenditure of money appropriated for a specific purpose, otherwise than for that specific purpose; 

- spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of “allocation" otherwise than in 
accordance with any conditions of the allocation; or 

- a grant by the municipality otherwise than in accordance with this Act; 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance 
in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, 
and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 
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1.15 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of 
the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.16 Irregular expenditure 

Irregular expenditure as defined in section 1 of the MFMA is expenditure other than unauthorised expenditure, incurred in 
contravention of or that is not in accordance with a requirement of any applicable legislation, including - 

- expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of this Act, and which has not been condoned in terms of section 170; 

- expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of the Municipal Systems Act, and which has not been condoned in terms of that Act; 

- expenditure incurred by a municipality in contravention of, or that is not in accordance with, a requirement of the Public 
Office-Bearers Act, 1998 (Act No. 20 of 1998); or 

- expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of the supply chain management policy of the municipality or entity or any of the municipality’s by-laws giving 
effect to such policy, and which has not been condoned in terms of such policy or by-law, 

- but excludes expenditure by a municipality which falls within the definition of “unauthorised expenditure"; 


Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end 
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure 
register. In such an instance, no further action is also required with the exception of updating the note to the financial 
statem ents. 

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being 
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception 
of updating the note to the financial statements. 

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, 
the register and the disclosure note to the financial statements must be updated with the amount condoned. 

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for 
the irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. 
Immediate steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the 
accounting officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant 
note to the financial statements. The irregular expenditure register must also be updated accordingly. If the irregular 
expenditure has not been condoned and no person is liable in law, the expenditure related thereto must remain against the 
relevant programme/expenditure item , be disclosed as such in the note to the financial statements and updated accordingly 
in the irregular expenditure register. 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the 
Municipal Systems Act (Act No. 32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of 
the economic entity’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.17 Use of estimates 

The preparation of financial statements in conformity with Standards of GRAP requires the use of certain critical accounting 
estimates. It also requires management to exercise its judgement in the process of applying the municipality’s accounting 
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are 
significant to the financial statements are disclosed in the relevant sections of the financial statements. Although these 
estimates are based on management’s best knowledge of current events and actions they may undertake in the future, 
actual results ultimately may differ from those estimates. 
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1.18 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the 
municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that 
the criteria, conditions or obligations have not been met a liability is recognised. 

1.19 Budget information 

Municipality are typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent), 
which is given effect through authorising legislation, appropriation or similar. 

General purpose financial reporting by municipality shall provide information on whether resources were obtained and used 
in accordance with the legally adopted budget. 

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance 
outcome objectives. 

The approved budget covers the fiscal period from 01/07/2014 to 30/06/2015. 

The budget for the economic entity includes all the entities approved budgets under its control. 

The financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been included in the Statement of comparison of budget and actual amounts. 

1.20 Related parties 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government. As a consequence of the constitutional independence of the three spheres of government in South 
Africa, only entities within the local sphere of government are considered to be related parties. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, 
including those charged with the governance of the municipality in accordance with legislation, in instances where they are 
required to perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or 
be influenced by, that management in their dealings with the municipality. 

Only transactions with related parties not at arm’s length or not in the ordinary course of business are disclosed. 

1.21 Value Added Tax 

The municipality is registered for VAT on the payment basis. 
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2. New standards and interpretations 

2.1 Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations: 
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3. Property, plant and equipment (continued) 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 

4. Intangible assets 



2016 


2015 

Cost / 

Accumulated Carrying value 

Cost / 

Accumulated Carrying value 

Valuation 

amortisation 

Valuation 

amortisation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Computer software 

System software 

532,051 

175,400 

(76,463) 

532,051 

98,937 

126,730 

(76,463) 

126,730 

(76,463) 

Total 

707,451 

(76,463) 

630,988 

126,730 

(76,463) 

50,267 


5. Other financial assets 


At amortised cost 

Momentum investment 





218,119 


ABSA Aims 





1,770,154 

- 

Sanlam Investment 





- 

31,888,999 






1.988,273 

31,888,999 

Non-current assets 

At amortised cost 





1,988,273 

31,888,999 

Sanlam -2015-2016 

Opening 

Balance 

Gains 

Deposit 


Withdrawal 

Balance 

040497849X6 

10,131,670 

601 ,758 


- 

(10,733,428) 

- 

040508656X2 

8,659,681 

513,822 


- 

(9,173,504) 

- 

043053526X0 

7,795,224 

458.208 


- 

(8,253,431) 

- 

043053527X8 

5,302,424 

311,629 


- 

(5,614,053) 

- 


31,888,999 

1,885,417 


- 

(33,774,416) 

- 

Sanlam -2014-2015 

Opening 

Balance 

Gains 

Deposits 


Withdrawal 

Bal ance 

040497849X6 

9,443,840 

687.830 


- 

- 

10,131,670 

040508656X2 

8,073,137 

586,545 


- 

- 

8,659,681 

043053526X0 

7,339,752 

455,472 


- 

- 

7,795,224 

043053527X8 

4,992,655 

309,769 


- 

- 

5,302,424 


29,849,384 

2,039,616 


- 

- 

31,888,999 

Sanlam- 2013-2014 

Opening 

Balance 

Gains 

Deposits 


Withdrawal 

Bal ance 

040497849X6 

9,319,129 

124,711 


- 

- 

9,443,840 

040508656X2 

7,966,527 

106,610 


- 

- 

8,073,137 

043053526X0 

7,308,114 

31 ,638 


- 

- 

7,339,752 

043053527X8 

4,971,134 

21,521 


- 

- 

4,992,655 


29,564,904 

284,480 


* 

- 

29,849,384 

Non-current assets 





1,988,273 

31,888,999 

Current assets 





- 

- 
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6. Employee benefit obligations 

Defined benefit plan 

Post retirement medical aid plan 

The municipality provides certain post-retirement health care benefits by funding the medical aid contributions of qualifying 
retired members of the municipality. According to the rules of the Medical Aid Funds, with which the municipality is associated, 
a member (who is on the current Conditions of Service) is entitled to remain a continued member of such medical aid fund on 
retirement, in which case the municipality is liable for a certain portion of the medical aid membership fee. The municipality 
operates an unfunded defined benefit plan for these qualifying employees. No other post-retirement benefits are provided to 
these employees 

The most recent actuarial valuations of the present value of the defined benefit obligation were carried out at 30 June 2016 by 
Mr Neil Fourie, Fellow of the Actuarial Society of South Africa. The present value of the defined benefit obligation, and the 
related current service cost and past service cost, were measured using the Projected Unit Credit Method 

The members of the Post-employment Health Care 
Benefit Plan are made up as follows t 


Categories 


In-service Members (Employees) 

671 

667 

In-service Non-members (Employees) 

106 

108 

Continuation Members (Retirees, widowers and 
orphans) 

4 

4 


781 

779 

Liability in respect of the past: 

In-service Members (Employees) 

26,697.000 

21,691,000 

Continuation Members (Pensioners) 

1,106,000 

1,087,000 


27,803,000 

22,778,000 

The municipality makes monthly contributions for health care arrangements to the following Medical Aid Schemes: 

- Bonitas 

- Hosmed 

- Keyhealth 

- LA Health 

- Samwumed 

The amounts recognised in the statement of financial position are as follows: 


Carrying value 

Present value of the defined benefit obligation-wholly unfunded 

(27,803,000) 

(22,778,000) 

Non-current liabilities 

(27,701,000) 

(22,678,000) 

Current liabilities 

(102,000) 

(100,000) 

The major categories of plan assets as a percentage of total plan assets are as follows: 

(27,803,000) 

(22,778,000) 

Changes in the present value of the defined benefit obligation are as follows: 

Opening balance 

22,778,000 

_ 

Benefits paid 

(100,000) 

- 


22,678.000 

- 
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6. Employee benefit obligations (continued) 

Key assumptions used 

Assumptions used at the reporting date: 


Discount rates used 

9.02 % 

9.10 % 

Expected increase in salaries 

7.60 % 

7.60 % 

Expected increase in healthcare costs 

8.09 % 

8.28 % 


GRAP 25 defines the determination of the Discount rate assumption to be used asfollowsw 

The discount rate that reflects the time value of money is best approximated by reference to market yields at the reporting date 
on government bonds. Where there is no deep market in government bonds with a sufficiently long maturity to match the 
estimated maturity of all the benefit payments, an entity uses current market rates of the appropriate term to discount shorter 
term payments, and estimates the discount rate for longer maturities by extrapolating current market rates along the yield 
curve.” 

Expected Retirement Age 


Expected Retirement Age - Female 


65 

65 

Expected Retirement Age - Males 


65 

65 



- 

- 

Sensitivity Analysis on Current-service and interest cost for the year 

Current 

Interets Cost 

Total 

ending 30 June 2016 

service cost 



Central Assumption 

2,947,000 

2,672,000 

5,619,000 

Medical Aid Inflation (+1%) 

3,039,000 

2,744,000 

5,783,000 

Medical Aid Inflation (-1%) 

2,806,000 

2,564.000 

5,370,000 

Mortality rate (+20%) 

2,749,000 

2,502,000 

5,251,000 

Mortality rate (-20%) 

3,174,000 

2,867,000 

6,041,000 


14,715,000 

13,349.000 

28.064,000 

7. Inventories 




Consumable stores 


4,396,143 

4,422,458 

Maintenance materials 


25,267,181 

26,063,433 



29,663,324 

30,485,891 


Consumabes consists of stationery and fuel 

Maintenance materials consists of road signs and water network parts. 

Inventory pledged as security 

No Inventory was pledged as security for the 201 5/201 6 financial year. 
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8. Receivables from exchange transactions 

Other debtors 

6,364,150 

8,107,081 

Other debtors 

81 ,375 

81,375 


6,445,525 

8,188,456 

Trade and other receivables pledged as security 

No T rade and other receivables were pledged as security. 

9. VAT receivable 

VAT 

156,432,804 

161,378,714 

10. Cash and cash equivalents 

Cash and cash equivalents consist of: 

Bank balances 

965,706 

7,094,556 

Short-term deposits 

1,311,799 

75,445,022 

Bank overdraft 

- 

(5,117,761) 


2,277,505 

77,421,817 

Current assets 

2,277,505 

82,539,578 

Current liabilities 

- 

(5,117,761) 


2,277,505 

77,421,817 


The municipality had the following bank accounts 


Account number / description Bank statement balances Cash book balances 




30 June 2016 

30 June 2015 

30 June 201 4 

30 June 2016 

30 June 2015 

30 June 2014 

ABASA 3: Account No 160432- 
2201-01 

260,986 

248,463 

236,958 

260,986 

248,463 

236,959 

FNB: Account 
2461-9975 

number - 623- 

28,726 

27,682 

1,105 

28,726 

27,682 

1,105 

FNB: Account 
4837-7195 

number - 623- 

87,530 

50,734 

50,781 

87,530 

50,734 

50,782 

FNB: Account 
2792-9735 

number - 623- 

52,899 

53,117 

82,248 

52,899 

53,046 

(261,151) 

FNB: Account 
100-86-795 

number - 529- 

408,068 

4,882,239 

4,202,151 

335,333 

(5,117,761) 

3,530,156 

FNB: Account 
457-097-46 

number - 624- 

934,557 

1,000 

31 7,674 

934,557 

1,000 

317,718 

Total 


1,772,766 

5,263,235 

4,890,917 

1,700.031 

(4,736,836) 

3,875,569 
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11. Unspent conditional grants and receipts 

Unspent conditional grants and receipts comprises of: 




Unspent conditional grants and receipts 

Premier’s Legacy Grant 


6,931 ,206 

6,931,206 

Municipal Infrastuture Grant 


81,918,390 

120,540,841 

Municipal Systems Improvement Grant 


406,222 

148,363 

Department of Water Affairs and Foresrty (WSOG) 


5,192,736 

5,192,736 

Disaster Management Grant 


481.431 

481,431 

Rural Roads Assessment Mangement 


679,237 

679,237 

EPWP Grant 


444.342 

2.466,292 

Bucket Eradication 


2,831 ,076 

2,831,076 

SETA 


1,878,190 

1,508,651 

RRAM 


896,211 

531,976 

MWIG 

12. Other financial liabilities 


4,764,017 

106,423,058 

4,764,017 

146,075,826 

At amortised cost 

DBS A loan 

Capital shall be repaid in full on or before 31 July 2015 and the interest shall be 
capitalised and be repaid over five (5) years. 

Capital loan period: 2 years or before 30 June 2013 (which occurs first) from date of 
first disbursement. 

Interest rate: base 2 year swap rate plus 1.30% 

1,431,320 

8,473,364 

Non-current liabilities 

At amortised cost 


635,014 


Current liabilities 

At amortised cost 


796,306 

8,473,364 


272 





Ngaka Modiri Molema District Municipality 

Financial Statements for the year ended 30 June 201 6 

Notes to the Financial Statements 

Figures in Rand 2016 2015 


13. Provisions 

Reconciliation of provisions - 2016 

Long service award 
Reconciliation of provisions - 2015 


Opening 

Balance 

16,790,000 


Additions Utilised during Total 
the year 

3,823,554 (838,554) 19,775,000 


Long service award 


Opening 

Balance 

13,218,000 


Additions 

3,572,000 


Total 

16,790,000 


18.985.000 13,103,000 

790,000 3,687,000 

19.775.000 16,790,000 


Long Service Award 

The municipality operates an unfunded defined benefit plan for all its employees. Under the plan, a Long-service Award is 
payable to employees after 10 years of continuous service, and every 5 years of continuous service from 10 years of 
service to 45 years of service. The provision is an estimate of the long service based on historical staff turnover. Additional 
cash/gifts are awarded to employees for levels of past service per the LSA policy. 

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation were carried at 
30 June 2016 by Mr Neil Fourie, Fellow of the Actuarial Society of South Africa. The present value of the defined benefit 
obligation, and the related current service cost and past service cost, were measured using the Projected Unit Credit 
Method. 


Non-current liabilities 
Current liabilities 


The amount of any expected reimbursement, stating the amount of any asset that has been recognised for that expected 
reimbursement. 


The principal assumptions used for the purposes of the 

Discount rate 

Consumer Price Inflation 

Normal Salary Increase 

Net Effective Discount Rate 


actuarial valuations were as follows: 

7.96% 

6.33% 

7.33% 

0.59% 


Movements in the present value of the Defined Benefit Obligation were as 
follows: 

PV of the obligation as at the previous valuation date 
Current Service Cost 
Interest Cost 
Benefits Paid * 

Actuarial Loss / (Gain) 

Present Value of Fund Obligation at the end of the Year 


The amount recognised in the Statement of Financial Position are as follows: 
Non Current Liability 
Current Liability 

Present value of unfunded obligations 


The amount recognised in the Statement of Financial Performance are as 
follows: 

Current Cost 
Interests Cost 


16,790,000 

2 , 221.000 

1,621,000 

(838,554) 

(18,446) 


13,21 8,000 
1 , 866,000 
1 , 111,000 
984,000 
(389,000) 


19,775,000 

16,790,000 

18,985,000 

790,000 

13,103,000 

3,687,000 

19,775,000 

16,790,000 

2,221,000 

1,621,000 

1,866,000 

1,111,000 
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13. Provisions (continued) 

Acturial Gains or losses (18,446) 984,000 

Total Post-retirement Benefit included in Employee Related Costs 3,823,554 3,961,000 


14. Other liability 

This liability relates to the Sedibeng Water overdue accounts which the municipality acknowledged and agreement was 
reached that repayment of a minimum of R10 million would commence from 1 July 2015 on receipt of equitable shares. 
The payable balance was then split between current and non-current with the assumption that three repayments of R10 
million would occur when equitable share is received. 

The condition of the agreement is that the municipality would continue to service monthly current account when its due at 
the end of each month. 

Sedibeng Water 
Current Portion 
Non-Current Portion 
Correction of prior year error 

226,158,788 176,591,836 


226,158,788 30,000,000 

- 124,505,180 

22,086.656 


15. Payables from exchange transactions 


Trade creditors 
Rentention fees 
Leave accrual 
Suspense control accounts 
Unallocated deposits 
Third party control account 
Other Creditors 
Bonus accrual 


435,646,960 

72,660,242 

11,342,236 

7,589,125 

(2,619,201) 

11,543,853 

(53,349,225) 

5,771,077 


246,753.568 

78,241,574 

18,375,412 

6,626,501 

(2,619,201) 

17,588,646 

(56,029,314) 

6,978,623 


488,585,068 315,915,797 


16. Financial instruments disclosure 

Derivative financial instruments and hedging information 

The following information relates to derivative financial instruments included in other financial assets and other financial 
liabilities: 

The carrying amount approximates the Fair Value because of the short maturity of these instruments 
Long-term investments 

The Fair Value of some Investments are estimated based on quoted market prices of those or similar investments. Unlisted 
Equity Investments are estimated using the discounted cash flow method. 

Loan receivable/Payables 

Interest-bearing Borrowings and Receivables are generally at interest rates in line with those currently available in the market 
on a floating-rate basis, and therefore the Fair Value of these Financial Assets and Liabilities closely approximates their 
carrying values. Fixed interest-rate instruments are fair valued based on the present value of future principal and interest cash 
flows, discounted at the market rate of interest at the reporting date. 
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Financial instruments disclosure (continued) 

Trade and Other Receivable/Payables 

The Fair Value of Trade and Other Payables is estimated at the present value of future cash flows. 

The management of the municipality is of the opinion that the carrying value of Trade and Other Receivables recorded at 
amortised cost in the Annual Financial Statements approximate their fair values. The Fair Value of Trade Receivables were 
determined after considering the standard terms and conditions of agreements entered into between the municipality and other 
parties as well as the current payment ratio's of the municipality's debtors. 

Assumptions used in determining Fair Value of Financial Assets and Financial Liabilities 

The table below analyses Financial Instruments carried at Fair Value at the end of the reporting period by the level of fair-value 
hierarchy as required by GRAP 104. The different levels are based on the extent to which quoted prices are used in the 
calculation of the Fair Value of the Financial Instruments. The levels have been defined as follows: 

Level 1 :- 

Fair Values are based on quoted market prices (unadjusted) in active markets for an identical instrument. 
Level 21- 

Fair Values are calculated using valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly 
(i.e. derived from prices). This category includes instruments valued using quoted market prices in active markets for similar 
instruments, quoted prices for identical or similar instruments in markets that are considered less than active, or other valuation 
techniques where all significant inputs are directly or indirectly observable from market data. 

Level 31- 

Fair Values are based on valuation techniques using significant unobservable inputs. This category includes all instruments 
where the valuation technique includes inputs not based on observable data and the unobservable inputs have a significant 
effect on the instrument’s valuation. Also, this category includes instruments that are valued based on quoted prices for similar 
instruments where significant unobservable adjustments or assumptions are required to reflect differences between the 
instruments. 

17. Revenue 


Insurance claims 

131,870 

238,248 

Yard Connections 

190,270 

155,169 

Rental income 

185,500 

- 

Sale of water 

958,586 

842,313 

Other income 

380,271 

138,045 

Sundry Income Sewer 

227,141 

258,244 

Interest received - investment 

3,023,932 

3,975,361 

Government grants & subsidies 

688,321,305 

658,851,886 

The amount included in revenue arising from exchanges of goods or services 
are as follows: 

693,418,875 

664,459,266 

Insurance Claims 

131,870 

238,248 

Other revenue 

190,270 

155,169 

Rental income 

185,500 

- 

Sale Of Water 

958,586 

842,313 

Other Income 

380,271 

138,045 

Sundry income sewer 

227,141 

258,244 

Interest received - investment 

3,023,932 

3,975,361 


5,097,570 

5,607,380 
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17. Revenue (continued) 

The amount included in revenue arising from non-exchange transactions is as 
follows: 

Taxation revenue 
Transfer revenue 

Government grants & subsidies 688,321,305 658,851,886 
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18. Government grants and subsidies 



Operating grants 

Equitable share 

Disaster Management Grant 

Extended Public Works Programme (EPWP) 

Financial Management Grant (FMG) 

Municipal Systems Improvement Grant 

583,734,000 

1,544,658 

1,325.000 

523,778 

444,828,000 

145,000 

675,709 

1,250,000 

785,638 


587,127,436 

447,684,347 

Capital grants 

Premier's Legacy Grant 

Regional Bulk Infrastructure Grant 

Rural Roads Assets Management 

Department of Water Affairs and Forestry (ACIP) 

Municipal Water Infrastructure Grant 

Municipal Infrastructure Grant 

Local Government 

1,951,765 

99,242,104 

1,068,794 

23,914,876 

2,775,000 

30.000. 000 
6,061,710 

127,347,159 

20.000. 000 


101,193,869 

211,167,539 


688,321,305 

658,851,886 

Premier’s Legacy Grant 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Other 

6,931,206 

(6,931,206) 

8,000.000 

(1,068,794) 


- 

6,931,206 

Conditions met and transferred to revenue (see note 11). 



Grants used to implement capital projects of sanitation 
encountered by the municipality. 

in the Project Management Unit to assist with the backlog 

Municipal Infrastructure Grant 



Balance unspent at beginning of year 

MIG Grants Offset 

Current Year Receipts 

Conditions met - transferred to revenue 

120,540,841 

(120,540,430) 

181,160,083 

(99,242,104) 

247,888,000 

(127,347,159) 


81,918,390 

120,540.841 

Conditions met and transferred to revenue (see note 1 1). 



The MIG is the grant that relates to specific projects in the municipality mainly water and sanitation projects and all the 
projects must be MIG related and captured in the Integrated Development Plan (IDP) and offset of R 120 540 430 was 
taken against equitable shares. 

Municipal System Improvement Grant 



Balance unspent at beginning of year 

Current Year Receipts 

Conditions met - transferred to revenue 

148,362 

930.000 

(672,140) 

934,000 

(785,638) 


406,222 

148,362 
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18. Government grants and subsidies (continued) 

Conditions met and transferred to revenue (see note 11). 

This grant focus on the IDP programmes that may include IDP forum and public participation for projects relating to the 
Budget to be implemented by the municipality. 

Department of Water Affairs and Forestry 


Balance unspent at beginning of year 5,192,736 5,192,736 

Other (5,192,736) 

- 5,192,736 


Conditions still to be met - remain liabilities (see note 11). 

The unspent portion of the grant was calculated by the roll over from prior period, plus grants received for the year, less the 
expenditure incurred to meet the requirements of the grant; which is recognised to revenue. 

The DWAF grant apply on refurbishment of existing assets in order to improve the condition and capacity of those assets. 

Financial Management Grant 

Current-year receipts 
Conditions met - transferred to revenue 


1,325,000 1,250,000 

(1,325,000) (1,250,000) 


Conditions still to be met - remain liabilities (see note 11). 

Department of Local Government and Traditional Affairs 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Other 


19,024,085 

(19,024,085) 


19,024,085 

20 . 000,000 

( 20 , 000 , 000 ) 


19,024,085 


Conditions still to be met - remain liabilities (see note 11). 

Current Department of Local Government and Traditional Affairs Grant projects are still on going at year end. The balance 
of this grant is expected to be utilised within the first quarter of the next financial year 

The unspent portion of the grant was calculated by the roll over from prior period, plus grants received for the year, less the 
expenditure incurred to meet the requirements of the grant; which is recognised to revenue. 

The grant received is as a result of the support provided by the department on capital projects and conditions were not met, 
this relates to prior year. 

Rural Household Infrastructure Grant 

Balance unspent at beginning of year - 4,000,000 

Other - (4,000,000) 


Conditions still to be met - remain liabilities (see note 11). 

Disaster Management Grant 

Balance unspent at beginning of year 5,718,311 5,718,311 
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18. Government grants and subsidies (continued) 

Current-year receipts 

Conditions met - transferred to revenue 

Other 


625,000 

(145,000) 

(5,718,311) 

- 5,718,311 


Conditions still to be met - remain liabilities (see note 11). 

Current Disaster Management Grant projects are still on going at year end. The balance of this grant is expected to be 
utilised within the first quarter of the next financial year 

The unspent portion of the grant was calculated by the roll over from prior period, plus grants received for the year, less the 
expenditure incurred to meet the requirements of the grant; which is recognised to revenue. 

Grant was to improve on the disaster plans as wel as disaster materials. 

Provincial Infrastructure Grant 

Balance unspent at beginning of year 
Other 


14,006,394 
- (14,006,394) 


Conditions still to be met - remain liabilities (see note 11). 

Current Provincial Infrastructure Grant projects are still on going at year end. The balance of this grant is expected to be 
utilised within the first quarter of the next financial year 

The unspent portion of the grant was calculated by the roll over from prior period, plus grants received for the year, less the 
expenditure incurred to meet the requirements of the grant; which is recognised to revenue. 

Grants used to implement capital projects of sanitation in the Project Management Unit to assist with the backlog 
encountered by the municipality. 

Bucket Eradication 

Balance unspent at beginning of year 
Other 

1,415,538 


1,415,538 1,415,538 

(1,415,538) 


Conditions still to be met - remain liabilities (see note 11). 

The unspent portion of the grant was calculated by the roll over from prior period, plus grants received for the year, less the 
expenditure incurred to meet the requirements of the grant; which is recognised to revenue. 

The grant was for the sanitation project in erecting VIP toilet and facing out the bucket system, conditions were not met and 
this relates to the prior years. 


Extended Public Works Programme 


Balance unspent at beginning of year 

EPWP Offset 

Current-year receipts 

Conditions met - transferred to revenue 


2,466,291 

(2,466.291) 

1,989,000 3,142,000 

(1,544,658) (675,709) 

444,342 2,466,291 


Conditions met and transferred to revenue (see note 10). 

EPWP grant is for cleaning roads and patching portholes across the district. 
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18. Government grants and subsidies (continued) 

15.15 Rural Roads Asset Management 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


531,976 531,976 

2,316,000 
(1,951,764) 

896,212 531,976 


Conditions still to be met - remain liabilities (see note 11). 

This grant was used to implement the road master plan for all five local municipality in the district. 

15.16 Department of Water Affairs and Forestry - ACIP 

Current-year receipts - 30,000,000 

Conditions met - transferred to revenue - (30,000,000) 


Conditions met and transferred to revenue (see note 11). 

Grants relate to capital projects and assisting the infrastructure and project management unit, this grant is a claimable grant 
that solely depend on the performance of the municipality then the full allocation will be utilised. 

15.18 Municipal Water Infrastructure Grant 

Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 
Other 

4,764,016 


4,764,016 9,367,726 

1,458,000 
(6.061,710) 

(4,764,016) 


Conditions still to be met - remain liabilities (see note 11). 

The grant was introduced to improve on MIG and acelerate capital projects in the municipality. 

15.19 Popo Molefe Hall 


Balance unspent at beginning of year 2,254,897 2,254,897 

Other (2,254,897) 

I 2,254,897 


Conditions still to be met - remain liabilities (see note 11). 

This grant dates back 15years. The municipality is in a process to invesitgate the grant during the 2013/201 4 financial year. 

The unspent portion of the grant was calculated by the roll over from prior period, plus grants received for the year, less the 
expenditure incurred to meet the requirements of the grant; which is recognised to revenue. 

The grant was used for the construction of community hall for defend activities. 

15.20 LG SETA 

Balance unspent at beginning of year 
Current-year receipts 
Other 

1,508,653 


1,508,653 

(1,508,653) 


1,308,098 

200,555 
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18. Government grants and subsidies (continued) 

Conditions still to be met - remain liabilities (see note 11). 

Current Municipal Infrastructure Grant projects are still on going at year end. The balance of this grant is expected to be 
utilised within the first quarter of the next financial year 

The unspent portion of the grant was calculated by the roll over from prior period, plus grants received for the year, less the 
expenditure incurred to meet the requirements of the grant; which is recognised to revenue. 

The grant was mainly for capacity building in the municipality and to bridge the skills gap of the whole municipal staff. 
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2015 

19. General expenses 



Advertising 

597,008 

482,152 

Accommodation 

38,558 

1,023,345 

Auditors fees 

1,674,334 

3,367,357 

Bank charges 

1,360,658 

2,675,640 

Consulting and professional fees 

15,416,083 

19,908,415 

Capacity building 

- 

141,032 

GRAP Implementation 

- 

169,320 

Insurance 

1,186,750 

1,476,453 

Imbizos 

268,293 

- 

Conferences and seminars 

- 

234,889 

IT expenses 

- 

208.863 

Catering 

- 

5,400 

Disaster management services 

314,660 

2,068,059 

Marketing 

114,997 

1,399,616 

Moral Renewal Programmes 

- 

40,800 

Sponsorships 

240,150 

- 

Levies 

5,681 ,358 

4,276,172 

Fuel and oil 

3,229,851 

3,274,562 

Subsistence and travelling 

1,121.949 

951,963 

Postage and Telegrams 

2,816 

3,322 

Printing and stationery 

2,511,152 

5,150,669 

Protective clothing 

258,151 

1,703,214 

Recruitment Costs 

62,058 

- 

Licencing Vehicles 

346,950 

466,523 

Membership and subscriptions 

108,560 

23,315 

Telephone and fax 

6,025,768 

5,990,381 

Training 

6,800 

1,103,713 

Employee Assistance Programme 

- 

114,590 

Job Evaluation 

20,000 

47,301 

Drinking Water Quality Management 

- 

196,510 

Electricity 

3,144,763 

3,814.419 

Sector development programme 

47,650 

1,533,154 

Health Services 

233,000 

202,336 

Labour Relations 

562,993 

176,750 

Uniforms 

2,708,672 

196,680 

Tourism development 

517,466 

272,490 

Special Projects 

591 .893 

1,148,355 

Internet and Satelite Services 

8,756 

42,224 

Yard Connections Programme 

6,203,426 

11,356,857 

Refreshments 

26,700 

228,801 

Rates and taxes 

1,924,329 

557,990 

IDP Review 

- 

2,400 

Detergents 

128,431 

206,027 

Sampling And Analysis 

- 

35,663 

Strategic Planning 

48,405 

- 

Water Services 

- 

13,111,254 

Other expenses 

66,490 

520,141 


56,799,878 

89,909,117 
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20. Employee related costs 

Basic 

172,128,553 

167,388,540 

Holiday allowance 

9,384,964 

6,310,250 

Medical aid - company contributions 

21,187,902 

36,841 ,878 

UIF 

1,325,255 

1,301,589 

Leave pay provision charge 

15,958,726 

18,155,639 

Post-employment benefits - Pension 

33,034,887 

32,251 ,757 

Overtime payments 

7,898,126 

5,027,060 

13th Cheques 

13,832,425 

12,243,023 

Vehicle allowance 

13,030,972 

14,387,610 

Housing benefits and allowances 

622,793 

672,915 

Standby allowance 

7,745,411 

5.603,253 

Industrial council 

67,954 

64,102 

Contributions to staff leave accrual 

4,812,773 

4.294,619 

Cell phone allowance 

88,250 

145,500 


301,118.991 

304,687,735 

Remuneration of municipal manager 

Annual Remuneration 

_ 

905,136 

Car Allowance 

- 

225,000 

Contributions to UIF, Medical and Pension Funds 

- 

220,014 

Other 

- 

207,000 


- 

1,557,150 

Ngaka Modiri Molema District Municipality has a Municipal manager from other intitutions 
thereof for the employment of the Municipal manager is not from the district municipality 

of governance. 

Expenditure 

Remuneration of Chief Financial Officer 

Annual Remuneration 

_ 

71 ,907 

Car Allowance 

- 

12,500 

Contributions to UIF, Medical and Pension Funds 

- 

17,503 

Other 

- 

76,972 


- 

178,882 

Ngaka Modiri Molema District Municipality has a Chief Financial Officer from other intitutions of governance, 
thereof for the employment of the Chief Financial Officer is not from the district municipality 

Expenditure 

Senior Manager: Mayor's Office 

Annual Remuneration 

_ 

858,968 

Car Allowance 

- 

248,515 

Contributions to UIF, Medical and Pension Funds 

- 

230,046 

Other 

- 

12,000 

Other 

- 

138,942 

Senior Manager in the Mayor's Office resigned on the 30th of June 2015. 


1,488,471 

Senior Manager: Business support 

Annual Remuneration 

_ 

516,690 

Car Allowance 

- 

1,500 

Performance Bonuses 

- 

124,920 

Contributions to UIF, Medical and Pension Funds 

" 

7,026 


283 





Ngaka Modiri Molema District Municipality 

Financial Statements for the year ended 30 June 2016 


Notes to the Financial Statements 


Figures in Rand 

2016 

2015 

20. Employee related costs (continued) 


650,137 

1,408,422 

Senior Manager: Corporate Resource Support 

Annual Remuneration 

27,337 

945,256 

Car Allowance 

14,000 

168,000 

Performance Bonuses 

41,564 

129,431 

Contributions to UIF, Medical and Pension Funds 

17,439 

218,919 

Other 

3,500 

42,000 

Leave encashment 

105,628 

- 


209,468 

1,503,606 

Senior Manager: Growth and Economic Development 

Annual Remuneration 

146,448 

880,719 

Car Allowance 

24,000 

144,000 

Contributions to UIF, Medical and Pension Funds 

32,516 

203,563 

Other 

176,320 

120,000 

Cellphone Allowance 

4,000 

- 

The Senior Manager for Growth and economic development resigned on the 31st August 2015 

383,284 

1,348.282 

Senior Manager: Municipal Health, Fire and Emergency 

Annual Remuneration 

853,743 

859,250 

Car Allowance 

144,000 

144,000 

Contributions to UIF, Medical and Pension Funds 

220,046 

225,429 

Other 

96,000 

120,000 

Other 

- 

42,751 

Cellphone Allowance 

24,000 

- 


1,337,789 

1,391,430 

Acting Senior Manager: PMU 

Annual Remuneration 

. 

120,680 

Car Allowance 

- 

32,000 

Other 

- 

55,850 


■ 

208,530 


Acting Senior Manager: Technical Services 



Annual Remuneration 

. 

34,960 

Car Allowance 

- 

12,000 

Other 

- 

23,293 


- 

70,253 


The Senior Manager for PMU has been vacant for the entire year of 2015-2016 

Chief Audit Executive 


Annual Remuneration 980,226 955,966 

Car Allowance 82,200 82,200 
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20. Employee related costs (continued) 

Contributions to UIF, Medical and Pension Funds 

185,362 

220,019 

Cellphone allowance 

18,000 

- 

Housing allowance 

72,000 

90,000 


1,337,788 

1,348,185 

21. Remuneration of councillors 

Executive Mayor 

476,714 

986,595 

Single Whip 

515,341 

- 

Part Time councillors 

2,431,526 

- 

Speaker 

489,042 

479,283 

MMC & Sec 79 

4,513,731 

- 

Medical and Pension fund contributions 

1,360,880 

4,744,990 

Sitting Allowance 

437,650 

- 

Allowance councilors 

3,101,748 

1,838,481 

22. Investment revenue 

13,326,632 

8,049,349 

Interest revenue 

Bank 

502,406 

217,411 

Interest from investment 

636,109 

1,718,334 

Interest received - other 

1,885,417 

2,039,616 


3,023,932 

3,975,361 


3,023,932 

3,975,361 

23. Depreciation and amortisation 

Property, plant and equipment 

323,478,136 

229,414,501 

24. Finance costs 

Interest paid 

1,621,000 

5,475,087 

Interest on loan 

- 

1,691,199 


1,621,000 

7,166,286 


25. Operating lease 


The municipality is leasing the photocopying machines from Nashua and also have a lease agreement for packing at the 
district office 

Accounts payable under Operating Leases 
Within one year 
Within two to five years 

373,220 


192,128 

181,092 


285 





Ngaka Modiri Molema District Municipality 

Financial Statements for the year ended 30 June 201 6 

Notes to the Financial Statements 

Figures in Rand 2016 2015 


26. Repairs and maintenance 


Premises 


Maintenance: District roads 

2,205,549 

3,317,042 

Maintenance: Water 

378,588 

38,582,520 

Other repairs and maintenance 

60,959,896 

38,816,201 


63,544,033 

80,715,763 

27. Contracted services 



Security services 

8,631,765 

29,079,859 

Waste water treatment 

- 

2,562,655 

Tanker Services-Draught Relief 

138,663,701 

- 

Tanker Services-Disludging 

21,449,279 

- 

Other Contractors 

4,651,574 

229,642 

Bulk water Purchases 

226,158,788 

- 


399,555,107 

31,872,156 

28. Grants and subsidies paid 



Other subsidies 



FMG Grant 

1,254,930 

1,362,177 

Operating Water Grant 

- 

121,320.265 

Rural Transport Services&lnfrastructure 

1,712,074 

2,716.430 

Transfers to local municipalities 

6,500,000 

7,782,426 

Other Grants (MSIG & EPWP) 

2,195,543 

6,302,597 

Lehurutshe water crisis 

- 

2,279,430 


11,662,547 

141,763,325 

29. Cash generated from operations 



Deficit 

(476,878,563) 

(306,362,256) 

Adjustments for: 



Depreciation and amortisation 

323,478,136 

229,414,501 

Proceeds from investments 

(1.885,417) 

(4,987,554) 

Movements in retirement benefit assets and liabilities 

5,025,000 

- 

Movements in provisions 

2,985,000 

3,572,000 

Changes in working capital: 



Inventories 

822,567 

(7,077,208) 

Receivables from exchange transactions 

1,742,931 

1,713,813 

Payables from exchange transactions 

125,874,144 

(6,739,298) 

VAT 

4,945,910 

(6,145,795) 

Unspent conditional grants and receipts 

111,802,017 

130,763,545 


97,911,725 

34,151,748 
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30. Commitments 

Authorised capital expenditure 

Already contracted for but not provided for 

• Property, plant and equipment 209,411,004 772,574,114 


Total capital commitments 

Already contracted for but not provided for 209,411,004 772,574,114 


This committed expenditure relates to property and will be financed by available bank facilities, retained surpluses, rights issue 
of shares, issue of debentures, mortgage facilities, existing cash resources, funds internally generated, etc. 
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31. Contingencies 
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31. Contingencies (continued) 

Contingent assets 

Tshenolo Resourses JV R 11 228 364 

The Municipality is suing for additional payments made in respect of the tender awarded to Tshenolo Resources JV. 

Bagorosi Civil Projects and Engineers R 691 850 

The Municipality is suing for additional payments made in respect of the tender awarded to Bagorosi Civil Projects and 
Engineers. 

Khethwayo Construction R5 498 434 

The Municipality is suing for additional payments made in respect of the tender awarded to Khethwayo Construction 
amounting to R 5 498 434. 

JY GUTTA VS the Municiplaity R 2 235 379 R 2 235 379 

Matter started in 2011, summons were received where the Municipality is being sued for damage of property due to the fire 
during a cleaning campaign commemorating Mandela day. The matter is currently under dispute and the necessary 
pleading have been filed 


* La Dira Trading 03 CC R 756 924 R 756 924 

We received summons and we have appointed the attorneys who have filed an intention to defend. Currently the attorneys 
acting on behalf of La Dira Trading 03 CC filed an application for summary judgement, our attorneys then filed an 
application to oppose same with a possibility of having a counter claim. 

Batlhalefi Projects R 17 722 191 

The municipality received invoices for work purported to be done by Batlhalefi Projects on 
payments exceeding the allocated budget the Municipality appointed a forensic investigator 
allegations (First Street-Queckwin Projects). The matter has since been stagnant 

32. Related parties 
Relationships 

Accounting Officer Refer to accounting officer's report note 20&21 

33. Prior period errors 


R 17 722 191 

First Street. Due to the 
to investigate into the 


Statement of financial position 

Decrease in receivable from exchange transactions 

Decrease in cash and cash equivalent 

Decrease in PPE 

Increase in othe financial assets 

Decrease in payable from exchange transactions 

Increase in employee benefit plan 

Decrease in bank overdraft 

Increase in employee benefit plan-non current 

Increase in other liabilites-Sedibeng water 


(8,106,220) 

(29,849,383) 

(4,156,830) 

31,888,999 

(149,195,474) 

100,000 

(16,824,784) 

22,678,000 

22,086,656 


Statement of Financial Performance 

Increase in Interest earned 
Increase in Employee related costs 
Decrease in Transfers and Subsidies 
Decrease in General Expenses 


2,039,615 

22,777,998 

116,493,364 

23,361,907 
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33. Prior period errors (continued) 

The following prior period error corrections were done for the 201 4/1 5 financial year: 

Other liabilities- Sedibeng water invoices were received late and had to be adjusted by Approximately R 22 086 656 for the 
services provided in the prior year. 

Provision for Post retirement medical benefit has never been assessed in the past financial years as a result of the 
unavailability of the actuarial reports to recognise such liabilities. Year 2014/2015 reinstate amounts for Non Current 
Liabilities is R 22 678 000 and the current liability is at R 100 000. 

Interest received - This was as a result of the investment that was discovered from Sanlam. The municipality took out four 
policies with Sanlam between the year 1999 and 2003. There has not been enough trace to how the investments featured 
in the past 5 financial years. Interest realised for the past year amounted to R2 039 616. 

Employee Related Cost -The initial amount recognised as of 30 June 2015 was R 281 909,737. It has only been this year 
that the municipality does actuarial analysis on the post-retirement medical benefits which made then made an impact on 
there of R R100 000 and R22 678 000 for current and non-current portion of the post retirement benefit respectively. 

Receivable from exchange transactions- Allocation of payments received in advance exceeded the initial recognition of a 
receivable and therefore reclassification of the receivable was necessary to reflect a payable as at year end. An amount of 
R1 023 690.00 was adjusted to show the effect 

PPE - The has been a revision on movable assets to account for the movement with sufficient and appropropriate 
information for the past two years. A decrease of R 4 1 56 830 was necessary to show effects of proper movements 

Cash and Bank- There has been a Bank reconciliation cleanout on long outstanding deposits and long outstanding 
payments that were only hanging on the cashbook and the creditors control account. Management embarked on clearing 
the bank reconciliation in conduction with the creditors control account. An amount of R29 849 383 was then adjusted on 
the prior year 

Other Financial Assets- This relates to a four investment policies that was taken with Sanlam. The four investments were 
taken between the years 1999 and 2003. There has never been and trace of the investment in the past reasonable years. 
An amount of R31 888 999 in now recognised for the current year's comparative to show effects of the valuation of such 
policies. 

Payable from exchange transactions- Allocation of payments received in advance exceeded the initial recognition of a 
receivable and therefore reclassification of the receivable was necessary to reflect a payable as at year end, furthermore, 
the payable module did not match the control account and the suspense, in an attempt to rectify the mismatch, balances 
that were hanging in the prior periods were then reflected on the control account. An amount of R149 195 474 was adjusted 
to show the effect 

Employee benefit obligation -The municipality has only started assessing for the post retirement benefit in the year under 
review and the actuarial analysis were also done for the past financial year. Therefore, current liabilities for the prior year’s 
not recognised is R100 000 and R22 678 000 for the non-current portion of the post retirement benefit. 

Bank overdraft- The municipality has been under serious financial constraits, however, it does not have overdraft facilities. 
The R21 Million shown in the prior year's fiancials as an overdraft is not a true reflection of the fiancial state of the 
municipality as there were technical errors within the system for the past 4 years with uncleared reconciled items. The the 
decrease of R16 824 784 was as a result of efforts taken to resolve the reconciling items in the past years. 


34. Comparative figures 

Certain comparative figures have been reclassified. 
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34. Comparative figures (continued) 

Contracted Services -Management took a decision to separately disclose tanker services for both Draught relief and 
desludging. This would give the users of the financial statement more clarity on the expenses that goes through projects for 
water and sanitation in and around the Ngaka Modiri Molema District area. Classification of the draught and sanitation 
which was initially recognised as transfers and subsidies for all transactions relating to Draught Relief and General 
Expenses for all transaction relating to Desludging is now classified as contracted services. The cost amounted to R160 
112 980 in total. 

Statement of Financial Performance 

Increase in Contracted services 
Decrease in Transfers and Subsidies 
Decrease in General Expenses 

35. Risk management 
Financial risk management 
Liquidity risk 

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 

Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The 
municipality only deposits cash with major banks with high quality credit standing and limits exposure to any one counter- 
party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an 
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, 
risk control assesses the credit quality of the customer, taking into account its financial position, past experience and other 
factors. Individual risk limits are set based on internal or external ratings in accordance with limits set by the board. The 
utilisation of credit limits is regularly monitored. Sales to retail customers are settled in cash or using major credit cards. 
Credit guarantee insurance is purchased when deemed appropriate. 

Financial assets exposed to credit risk at year end were as follows: 

Financial instrument 
Current account-Primary account 
Current account- expenditure account 
Shortterm deposits 
Payables from exchange transactions 

Market risk 

Interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality’s income and operating cash flows are 
substantially independent of changes in market interest rates. 

36. Going concern 

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 


2016 2015 

408,068 4,882,239 

52,899 53,046 

1,988,273 
292,426,280 


139,855,271 

(116.493,364) 

(23,361,907) 
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36. Going concern (continued) 

Ngaka Modiri molema district municipality incurred a net deficit of R 446 874 620 during the year ended 30 June 2016 and, 
as of that date the municipality's current liabilities exceeded its current asset by R 205 718 486. Managament believes that 
the gong concern assumptions is appropriate, however, based on the financial position the municipality finds itsself in we 
understand that material uncertainty might exit at year end. The ability of the municipality to continue as a going concern is 
dependent on a number of factors. The most significant of these is that the accounting officer continue to procure funding 
for the ongoing operations for the municipality and that all procurements, employments and any other activities that seeks 
the outflow of cash be monitored and policies that are in place be enforced to secure and restore the solvency of the 
muncipality. . 

These annual financial statements have been prepared on the assumption that the municipality will continue to operate as a 
going concern for at least the next 12 months. 

37. Unauthorised expenditure 


Opening Balance 

473,582,958 

66,712,142 

Unauthorised Expenditure Current Year 

252,052,656 

406,870,816 

Unauthorised expenditure for the current year relates to the following 
expenditure categories: 

725,635,614 

473,582,958 

Employee Related cost 

11,076,980 

4,684,737 

Depreciation 

(65,406,276) 122,365,270 

Finance cost 

(1,639,342) 

4,166,286 

Contracted Services 

(3,105,371) 

14,477,156 

Transfers and subsidies 

(162,513,940) 240,705,135 

General Expenses 

(30,464,707) 

20,472,232 


(252,052,656) 406.870,816 

38. Fruitless and wasteful expenditure 

Opening Balance 

3,424,567 

37,322 

Additional Fruitless and Wastefull Expenditure 

2,159,707 

3,387,245 


5,584,274 

3,424,567 

39. Irregular expenditure 

Opening balance 

401,568,043 

345,810,366 

Add: Irregular Expenditure - current year 

258,148,760 

55,757,677 

Add: Irregular Expenditure identified in current year relating to prior year 

653,460,851 

- 

Less: Amounts condoned 

- 

- 

Less: Amounts recoverable (not condoned) 

- 

- 

Less: Amounts not recoverable (not condoned) 

- 

- 


1,313,177,654 

401,568,043 
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39. Irregular expenditure (continued) 
Details of irregular expenditure 


55,757,677 

50,049,533 

6,107,929 

18,422,038 

74,579,500 55,757,677 


Assessment for Quotes 
Deviation from SCM Regulations 
Non Submission of Tax Clearance Certificate 
Non Submission of declaration of interest 
Non Adherence to 3 written qoutations 


Assessment for Tenders 

Limitation of full and complete tender documentation 
No Evaluation & adjudication report 
Procurement process not followed 
Advert available and it is less than 30 days 


748,695,219 

350,596,480 

93,293,324 

46,013,131 

1,238,598,154 


Details of irregular expenditure - current year 


40. Deviation from supply chain management regulations 

Paragraph 1 2(1 )(d)(i ) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management 
policy must provide for the procurement of goods and services byway of a competitive bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in 
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the 
accounting officer and includes a note to the financial statements. 

Infrastructure assets were procured during the financial year under review and the process followed in procuring those 
goods deviated from the provisions of paragraph 1 2(1 )(d)(i) as stated above. The reasons for these deviations were 
documented and reported to the accounting officer who considered them and subsequently approved the deviation from the 
normal supply chain management regulations. 
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